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THE BALTIMORE AND OHIO RAILROAD CO. 


SUMMARY OF ANNUAL REPORT FOR YEAR 1935 


HE Annual Report of the President and Directors for the year 1935 is being mailed to Stockholders of record 


Operat 


ing results and other matters of interest are summarized as follows: 











CONDENSED INCOME ACCOUNT 
Year 1935 Increase Over 1934 
Ae $141,873,643 .25 $6,334,247 .97 
105,464,140 .17 6,126,356 .05 


$ 36,409,503 .08 $207,891 .92 


Operating Revenues. 
Operating Expenses. 





Net Operating Revenue. . 
Taxes, Equipment and Joint Facility 
INNES 0 Wit bias 'o\s op alvin b se 


12,110,546 .24  D 413,125 .46 


Net Railway Operating Income. .$ 24,298,956 .84 $ 621,017.38 
Other Income less Miscellaneous 
BN ne So cn ae tas 3% 


5,141,402 .87 303,790.71 


$ 924,808 .09 


Income Available for Fixed Charges.. $29,440,354 
32,621,2 79,964 .70 


Fixed Interest and Other Charges 





$3,180,908 .64 
7,110,662 .85 D 


$ 644,843.39 
473,096 .58 


Net Income or Defici!. _ 
Depreciation Charged to Operation. . . 


Net Income before Depreciation . 





21 $171,746.81 
D—Denotes Decrease. 
CONDENSED BALANCE SHEET 
ASSETS 
Investment in Road and Equipment ‘ia ae emai 
Investment in Subsidiary and Affiliated Companies 
Separately Operated. . . 5 hie Seow ‘. 
All Other Investments 


$ 979,821,839 36 





88,638,519 .41 
108,151,560 .27 





Total Investments ete tee .... $1,176,611,919 .04 
Current Assets aes ye : ee 27,418,253 .99 
Cash and Special Deposits. . .. $8.687,424 .91 
Material and Supplies... ... 7,605,613 .60 
Lt” a eres 3 11,125,215.48 
Deferred Assets and Unadjusted Debits 3,520,334 
Cr Ee ae $1,207 .550,507 .24 





LIABILITIES 
Capital Stock. ....... : ; $ 315,148,509 87 


Preferred Stock 


ocesecee $58,863,161 .95 


PARED sk Ss ccuwenceans 256,295,347 .92 
Unmatured Interest Bearing Obligations. . 687 .694,114.77 
Bonds and Other Obligations 
Issued or Assumed...........4- $636,034,714 .77 
Unassumed Obligations of Oper- 

ated Subsidiaries............ 41,209,000 .00 


10,450,400 .Of 


Capitalized Leaseholds......... 


TIOLSO3 5 


x 


Current Tinbilities . .ccs6ccscee 


Wages 


Audited Accounts and 


PUNE S och Gh oab occ ce sas $7,926,610 .59 
Accrued Interest Charges....... 8,906,851 .80 
SILENT s Lapa bus eu sehe sees 9 


6,277,431.1 


Deferred Liabilities and Unadjusted Credits. 


Accrued Depreciation—Equip 
ee eee ey ry eet a $80,215,894 17 
Inter-Company Non-negotiabl« 
LO Re Pere ee rt 


All Other. 


0,819,468 .25 


6,220,366 .75 


Corporate Surplus. . 76,331,250 87 


MUORTIN 6. 2i's:h Buk ia ss wise here ias $1,207,550,507 .24 








REVIEW OF OPERATIONS 
“Operating revenues increased $6,334,247 .97, or 4.67, over 1934* 
Freight revenue increased $6,489,163.64, or 5.58°), 
increased 2.46; 


while revenue tons 
The relatively larger increase in freight revenue is due 
to emergency increase in rates granted by the Interstate Commerce Commis- 
sion, effective April 18, 1935. Passenger revenue declined $259,978.18- 
or 2.56°7, due, in part, to decrease of 1.33°% in passengers carried one mile 
Other revenues including mail and express increased $105,062.51. or 1.16°; 

or 6.17%, over 1934, 
Total maintenance expenses increased $2,758,483.96, or 6.93°%, of which 
$298,364.62 was in maintenance of way and structures, and $2,460,119.34 


in maintenance 


“Operating expenses increased 





of equipment. The maintenance of equipment expenses 
include depreciation charges of $7,110,662.85, a decrease of $473,096.58, 


with 1934 





compared 


or 6.025, 


ransportation expenses increased $2,854,826.25, 


INCREASED EXPENSES 
“In addition to the expense of handling increased traffic, the restoratio! 
of rates of pay which were in effect prior to February 1, 1932, added ap 
proximately $4,515,000 to operating expenses during 1935 over 1934 
Effective February 1, 1932, a deduction of 10°; was made in basic rates 
of pay; of this 214°) was restored July 1, 1934; 215° 
ind the balance, or 5°, on April 1, 1935. 


© on January 1, 1935 


TAXES 


“For the vear 1935 the Company paid in taxes, Federal and State, at 





aggregate of $7,519,323.17. This represents 19.52) of the income befor 
taxes ($38,512,134.49) and is equivalent to $2.39 on each share of capital 
stock outstanding. 





NET INCOME 
Net operating revenues increased $207,891.92, while taxes, equipment 
and joint facility rents, etc., decreased $413,125.46, resulting in an increas: 
in Net Railway Operating Income of $621,017.38. 
ing rents, dividends and interest, after deducting miscellaneous charges 


increase over 1934 of $308,790.71. Income of $29,440,359.71 


Other income, includ 


reflect: ar 


was available for interest and other fixed charges amounting to $32,62 
ry € ¢ : 710) . ) < y 
268.35, resulting in a net deficit of $3,180,908.64. The Net Income before 


> 


depreciation was $3,929,754.21. 





CHANGES IN CAPITAL ACCOUNT 

“There was a net decrease in the total investments of the Company of 
$3,388,968.54, the major portion, or $1,806,543.34, being for retirement of 
road and equipment, and the remainder represented by adjustments with 
subsidiary companies entailing no diminution in asset value, and by some 
miscellaneous items of relatively minor importance. There was a net 
decrease in unmatured obligations of $3,359,119.50, due chiefly to the 
retirement of equipment trust notes 


FEDERAL LEGISLATION 

“The United States Supreme Court on May 6, 1935, decided that the 
Railroad Retirement Act of 1934 was unconstitutional; however, another 
act substantially similar in its purpose, known as the Railroad Retirement 
Act of 1935, was approved August}29, 1935, and on the same day another 
act was approved, to levy an income tax on all employees of 313°% on 
monthly compensation not in excess of $300.00, and an excise tax on 
carriers of 3!9% of the compensation not in excess of $300.00 per month 
paid employees. The railroads have united in proceedings to test the 
constitutionality of this legislation. 

The Social Security Act, approved August 14, 1935, imposes an additional 
excise tax on the carriers covering unemployment compensation. The 
tax for 1936 will be 1% of total wages paid; 2°% in 1937, and thereafter 
at the rate of 3%. The constitutionality of this act has not vet been 
passed upon. 

SHAREHOLDERS 

At the close of 1935 there were 42,389 registered holders of the ¢ ompany’'s 
capital stock of both classes, with an average holding of 74 shares. The 
continued cooperation of shareholders in the use of the Company’s facilities 
and the solicitation of the business of others for transportation over its 
lines is earnestly desired and greatly appreciated 








“The President and 


3oard of Directors record their appreciation of the loyal support and efficient cooperation of the 


officers and employes in the conduct of the Company's business and affairs throughout the year. 


DANIEL WILLARD, 


President.” 


05,245,720 .15 
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What? A Lifetime to 


Paint that Picture? 
—why, you did it in forty-eight hours!” 





HEN Whistler, accused by the great 

Ruskin of “flinging a pot of paint in 
the public’s face,” was finally goaded to 
the point of bringing a libel action against 
the critic, the court was called upon to 
consider one of his paintings, the now- 
famous “Nocturne in Black and Gold.” 


Opposing counsel brought out the fact 
that Whistler had painted the picture in 
two days. 

“The labor of two days, then, is that for 
which you ask two hundred guineas?” 


“No,” Whistler replied, “I ask it for 
the knowledge of a lifetime.” 


The world has since been glad to pay 
many times as much for Whistler’s mas- 
terpieces. It has come to recognize their 
greatness—something that cannot be 
measured in terms of labor or materials 
nor seen with the eye alone. Into these pic- 
tures Whistler put the qualities of mind and 
heart that transform ordinary canvas and 
paint into the living expression of genius. 


Unseen Value 
—the Test of a Car’s Greatness 


Tn all the products of man’s handiwork 
there is something more than mere mate- 
rial and labor. Men put themselves into the 
the things they make. And the true 
worth of any product is neither 
greater nor less than the meas- 
ure of the men who created it. In 
every field there are names that 
stand above the rest—the guar- 
antee of an unseen value to be 
found in the products of no other 
manufacturer, regardless of price. 


When the Chrysler organization began 
to produce cars, a hundred other manu- 
facturers were already established. What 
was there for Chrysler to contribute? 

The Chrysler organization had men. 
Men who brought to their work “the 
knowledge of a lifetime”’—a rare com- 
bination of outstanding ability and practi- 
cal experience. Men inspired with brilliant 
engineering genius and fired with the 
vision of great achievement. 

They gave the world cars such as it had 
never seen before. They pioneered one 











BEFORE BUYING A CAR 
— ASK YOURSELF THESE 
6 QUESTIONS 


1. Has it proper weight distribution? 
2. Has it genuine hydraulic brakes? 





3. Is it economical to run? 
4. Has it floating power? 

5. Has it safety-steel body? 
6. Does it drive easily? 















ONLY CHRYSLER-BUILT 
CARS HAVE ALL SIX 














great advance after another— piled vaJue 
upon value. 


One out of Every Four 


By the sheer force of these superiorities, 
Chrysler-made cars captured public favor. 
In a single decade Chrysler took its place 
among the Big Three. Today about 
every fourth car on the road is a Chrysler- 
made car. 

When you look at a Plymouth or Dodge, 
a De Soto or Chrysler, remember that be- 
hind these cars is a mighty organization 
of almost half a million people—the world- 
famous staff of Chrysler engineers—the 
vast resources of a giant industry —a far- 
flung dealer and service organization whose 
faith has been pledged by an investment 
of more than a quarter of a billion dollars. 

All these are part of the car g truck 
you buy. For the greatness of Chrysler is 
simply the greatness inherent in each sin- 
gle one of its cars—the unseen value that 
will prove itself through the months and 
years to come. 


PLYMOUTH 
DODGE 


PASSENGER CARS AND TRUCKS 


DE SOTO 








YOU GET THE GOOD THINGS FIRST FROM CHRYSLER CORPORATION 
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12.000 


Enquiries a Month 


Net Paid Circulation 
Now Over 54,500 


Coincident with the increase in our 
net paid circulation during the 
past six months, from 33,000 to 
54,500, the number of reader in- 
quiries has also shown a tremen- 
dous growth. 


12,000 readers every month are 
writing for advice on securities, 
advice on corporation manage- 
ments and prospects, advice om 
brokers to handle their business. 


Here is proof positive that our 
advertising pages will bring busi- 
ness to you—business from people 
of wealth and from executives con- 
trolling big corporation purchases. 
For further information write 


The MAGAZINE OF 
WALL STREET 


90 Broad Street New York, N. Y. 
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"WITH THE EDITORS 














We Change Our Advice on 
Distillers Corp-Seagrams 


HEN we recommended Distil- 

lers Corp.Seagrams as a 

speculation early this year, we 
did so because we believed this stock 
represented an unusual opportunity to 
obtain at a low price a security of 
good earning power which had possi- 
bilities for both price enhancement and 
dividend income. In accordance with 
our practice, this security was put on 
our active list for continuous observa- 
tion and attention. 

But even substantial stock-ownership 
close to this magazine was unable to 
secure sufficiently definite and frequent 
reports to intelligently follow the com- 
pany’s affairs. 

Whether someone on the inside was 
able to get such information we do 
not know. It is worth noting, how- 
ever, that Distillers Corp.-Seagrams 
which reached a high of 34% on the 
New York Stock Exchange this year 
has been declining under persistent 
selling to a present quotation around 
21%. The reason for this liquida- 
tion became clear recently when the 


company got around to releasing its 
statement of earnings for the six 
months ended January 31. The period 
of operations covered included the sea- 
sonally best months of the year in the 
liquor business, but earnings were only 
$1.62 a share as compared with $5.05 
per share reported for the fiscal year 
ended July 31, 1935. 

Moreover, as a result of reduction 
in the duty on Canadian whiskey, it 
was necessary for the company to set 
up a special provision of $1,724,986 
for rebates to dealers in the United 
States and also to adjust the duty paid 
on inventories in the hands of the com- 
pany. The report failed to indicate 
what proportion of this reserve was 
chargeable to current earnings and 
what proportion to surplus. If deducted 
from earnings the profit for the six 
months was only 63 cents a share. 
Beyond the meager report, no explana- 
tion whatever, so far as we have been 
able to determine, has been available 
from the management, nor has a break- 
down been made available to indicate 


whether the trend of the past three 
months was more or less favorable than 
the last quarter of last year. 

This publication recommended the 
stock of Distillers Corp.-Seagrams to 
its readers on the belief that its for- 
merly strong competitive position in the 
liguor market and its favorable earn- 
ings would be maintained in such man- 
ner as to justify higher prices for the 
equity, although we were fully aware 
of the basically speculative character 
of the enterprise and, for that matter, 
all others in the liquor business. De- 
velopments have made us change our 
opinion and we therefore advise any 
of our readers holding this issue to dis- 
pose of it, or to await the autumn in 
the expectation of the seasonal im- 
provement in the liquor business, at 
which time they possibly may be able 
to liquidate the stock at a price level 
more favorable than the present. 

Practicing what we preach, we pro- 
pose to watch other liquor stocks with 
an eagle eye and an open mind—de- 
ferring decision for the present. 
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Beyond the Second Quarter 
Natural Business Recovery vs. Politics 


By Jonn D. C. WELDON 


The Next 


Price Earnings Ratios As a Means of 


Market Appraisal 


By CHESTER TUTTLE 


Issue 


More Foreign Trade At the Expense of 
Home Industry? 


By H. M. TREMAINE 





Low-Priced Rails in the Best Position 
By Epwin A. BARNES 











APRIL 25, 1936 

















4 When doing business with our advertisers kindly mention THE MAGAZINE OF WALL STREET 


| am 





























E. Kenneth Burger 
Managing Editor 


C. G. Wyckoff 
Publisher 








Laurence Stern 
Associate Editors 


The Trend of Events 


ROOSEVELT, THE BUDGET N President 
AND BUSINESS | Roosevelt's 

Baltimore ad- 
dress two points stand out. He ridiculed as a futile 
panacea the suggestion of critics that he should “put 
the Federal finances in order.” The address was polit- 
ical, carrying no specific commitment as to future policy. 
Nevertheless open scorn for the “panacea” of a balanced 
budget suggests that the President has no present inten- 
tion of cutting down on expenditures. If so, this is 
of significance to business and to the security markets, 
implying no halt in budgetary inflation at least for the 
present. 

The second point of significance is the President's 
assertion that “the total production of America is about 
back to the high point before the depression” but that 
“only a little over 80 per cent as many human beings 
are engaged in turning out that production.” This is 
significant because—like many other New Deal slaps 
at American business—it is not only erroneous but 
tends to mislead the uninformed and to encourage agi- 
tation for legislative “remedies” that can never better 
the lot of the unemployed. 

The fact that the Federal Reserve Board index of 
production in recent months has been as high as 104 
per cent of the 1923-1925 average and the fact that it 


would today show probably 98 per cent of that average 
does not mean that economic activity has recovered to 
the pre-depression level. This index covers only manu- 
facturing and mining. It leaves out such vital and still 
depressed activities as construction and the service in- 
dustries and trades; and it makes no allowance for 
growth in population since the 1923-1925 period. 
Without per capita adjustment such a comparison is 
as meaningless as it would be to measure present pro- 
duction against that of 1907 or 1893. Then, too, the 
variations in production from month to month have no 
close relation to employment. Only in the longer move- 
ment do the two run together. 

What, then, are the realities of our position? Simply 
this: Business activity per capita during 1935 averaged 
slightly less than 73 per cent of the per capita business 
of 1923-1925, and thus far in 1936 has averaged only 
a trifle more than 77 per cent of the 1928-1925 figure. 
If employment is at 80 per cent of the pre-depression 
level—as the President asserts—it is ahead of business 
recovery and not behind it. However much up from 
bottom, we are still in severe depression—especially in 
construction and the capital goods industries. When 
economic recovery is actually complete there will be few 
on public relief save those—not inconsiderable in num- 
ber—who have no will to work. 
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FARMERS HAVE MONEY 
TO SPEND 


O far this year 
the farmers of 
the country 
have taken in more money than last year because larger 
crops have added more to income than moderately lower 
prices have subtracted from it. For the first two months 
of 1936 cash farm income slightly exceeded $1,000,- 
000,000, a gain of about 19 per cent over the cor- 
responding period of 1935. The comparison is even 
more favorable than the statistics imply because during 
the first two months of this year no AAA benefit or 
rental payments were disbursed, whereas such pay- 
ments swelled farm income throughout 1935. 

If farm income continues up for the rest of the year 
it will give an important lift to many lines of industry 
and trade, notably automobiles, farm and household 
equipment and mail order sales. It is quite certain that 
it will continue up. One does not have to be a weather 
prophet to make this forecast. It would take amazingly 
bad weather and crops, indeed, to offset the new “soil 
erosion” payments from Uncle Sam—payments which 
will flow with increased momentum from now on— 
and the soldiers’ bonus, approximately a quarter of 
which, or some $500,000,000, will go to farmer veterans. 
Thus, from his own endeavors, from Federal payments 
and from the windfall of the bonus, the farmer is quite 
likely to have the largest cash income in many years. 


—_ 


FROM THE CHEAPEST HOSE who make 
TO THE BETTER or sell luxury 

goods—long out 
of luck in the depression—may derive a modicum of 
satisfaction in the most recent figures of automobile 
registrations. The aftermath of the 1929 economic 
debacle was an increasingly dominant market position 
for the cheapest cars. They still hold top position but 
the high-price and moderate-price cars at last are creep- 
ing up in the race for consumer preference. 

In January and February, Chevrolet, Ford and Ply- 
mouth cars had 67.34 per cent of the total market. In 
the same months of last year they had 71.32 per cent 
of the market. The biggest percentage gains from a 
year ago now center in high-price and moderate-price 
cars, although comparison is distorted by the low base 
from which the contrast is made. Nevertheless the 
apparent drift of demand from the cheapest to some- 
thing better is significant not only to the motor industry 
but to business generally. It reflects both increased 
purchasing power and increased will to indulge it. 


—_— 
THE STOCK EXCHANGE HE New 
TAKES SECOND THOUGHT York Stock 
Exchange 


recently suggested to listed corporations that henceforth 
they issue reports of 12-month earnings quarterly “in- 
stead of interim reports in any other form which you 
have used in the past.” The argument advanced for the 
12-month statement was that it corrected seasonal dis- 
tortions in earning power and was therefore less likely 
to mislead the investor. The American Telephone & 


Sooo 


Telegraph Co., with the largest number of stockholders 
of any company in the world, promptly adopted the 
suggestion. Westinghouse Electric, on the other hand, 
issued both a 12-month statement and its regular quar- 
terly report. The result of the Exchange’s innovation— 
a step backward from full and frank publicity—has been 
a storm of protest from investors and analysts—a pro- 
test so effective that official second thought has now 
been taken. The Exchange announces it is preparing a 
letter suggesting that listed companies issue both 12- 
month statements and quarterly statements. Thus, out 
of a mistaken move, there will come a real advance. 
The 12-month reports will “iron out” seasonal fluctua- 
tions in earnings—a subject on which we believe some 
companies have been too touchy, since most investors 
are sufficiently intelligent to take such variations into 
account. The additional quarterly report will have the 
merit of revealing later changes. 


—_~ 


S the political temperature 
A rises and the strong and 

weak points of hopeful 
presidential candidates are debated it is well to keep 
in mind: 

That we have had all sorts of Presidents in a cen- 
tury and a half and their personalities, policies and 
abilities have had but minor influence one way or the 
other on the economic and social progress that has 
taken this Nation to new heights of well being after 
every depression set-back. America has a genius for 
business organization, technological advance, scientific 
achievement. These—not politics—have established for 
us the highest living standard in the world. 

That the Party in power always has the jobs and 
the organization, and that the opposition Party always 
is confused, divided and ineffective until its candidate 
is actually nominated—after which comes organization 
and increasing coherence. 

That preference primaries at this season—such as 
that in Illinois which left Republican candidates Knox 
and Borah neither stronger nor weaker than they were 
before—have very little significance. The best proof 
of this is that the candidate who has done the least 
campaigning for delegates—Governor Landon of Kan- 
sas—is conceded at present to be far ahead of the field. 

That whoever is President, it is a thoroughly bad 
and dangerous thing for either Party to have such 
steam roller dominance of Congress as has prevailed 
during the past three years. Excess of power under- 
mines democratic processes of government. At the 
other extreme a too even balance of Party power pro- 
duces only stalemate and inaction in government. 

That political trends reflect primarily economic 
trends. Acute emergency is over. Whoever is Presi- 
dent, political emergency has also passed its crest. 
There are some signs of this in a more independent 
and responsible spirit even in the present one-sided 
Congress, as shown, for example, by protracted con- 
sideration of the pending tax bill and the Congres 
sidnal rebuff given the President on the unauthorized 
Florida Ship Canal and Passamaquoddy. 
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As I See It 


~ By Charles Benedict 


Good-Will and Co-operation 


HE world sets up a basis of calculation in 
facts and figures. But, the final decisions are 
made on appraisal of character, confidence and 
respect, for peace of mind, and for self-interest. 
Corporations with securities for sale to the 
public are in a vulnerable position because the 
prices at which the shares in their institutions 
are evaluated appear in the public press of the 
country every day. And, because surplus 
funds seek opportunity of capital enhancement 
as well as income, security prices subconsciously 
impress the investor, favorably or unfavorably, 
as an index to the current position as well as 
the future prospects of the enterprise. This 
has become a vital influence on the commercial 
sales of the corporation, which it would be well 
for all corporate executives to recognize. 

During the depression the independent auto- 
mobile companies suffered greatly decreased 
business, in a large 
measure because of the 
fear on the part of the 
buying public that these 
companies might not 
make the grade and the 
buyers would be left 
with an “orphan” car. 
Thus it is that the auto- 
mobile industry has 
come more and more to 
addressing itself to the 
self-interest of the stock- 
holder, with the sugges- 
tion that they buy the 
cars of the company in 
which they own shares. 
More and more are im- 
portant companies 
recognizing the customer 
value of their security 
holders. 

General Foods, Good- 
year Tire & Rubber, 
Standard Oil of New 
Jersey, among others, 
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impress upon the stockholder a sense of proprie- 
torship in the company and urge him, in his 
own interest, to patronize the company’s prod- 
ucts. Still other companies not only pursue 
this policy of fostering sales, but by one means 
or another, through public relation efforts, en- 
deavor to build a closer relationship between 
the company and their stockholders. Du Pont 
and Cyanamid have been leaders in this regard. 

And now comes Chairman E. J. Cornish of 
National Lead who consents to a split-up 
of his stock in order to correct the impression 
in the minds of National Lead dealers and 
customers that the high level of the old stock 
indicated inordinately large profits. This able 
executive recognized how harmful such a mis- 
taken idea would be to future sales of his 
products if such an erroneous impression 
were permitted to grow. 

The publicity attend- 
ing all corporations with 
securities for sale to the 
public reaches into every 
phase of their activities. 
Thus it is that the com- 
panies selling at the 
highest ratio to earn- 
ings are the organiza- 
tions in whose manage- 
ments the investors have 
the greatest confidence. 
They are also the man- 
agements in which the 
consuming public has 
the greatest confidence. 

Every major industry 
and corporation is mor- 
ally obligated to deal 
openly and frankly with 
its customers and its se- 
curity owners. To do 
otherwise is to foster a 
distrust and unpopular- 
ity to be used against 

(Please turn to page 62) 
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What’s Ahead for the Market? 


By A. T. MILier 


HE stock market finds the going laborious. For 
some time broad speculative leadership has been 


missing, with selective forward movement de- 


pendent upon the rotation of the spotlight from group 
to group—now the steels, now the motors, then the 
coppers, the farm equipments and the rails. Evidently 
the rotating performance has become a bit boresome 
and moderate reaction has been the rule during most 
of the past fortnight. 

For this short-swing and _ prob- 
ably meaningless reversal of trend 
there are various reasons and some 
excuses. Almost any reason, or ex- 
cuse, for reaction will do when a 
market has been going up _ for 
something more than a full year, 
when a great many stocks have gone 
far—if not completely—toward dis- 
counting the favorable second quar- 
ter business expectations, when 
thoughts begin to turn to the less ob- 
vious prospects of the third quarter 
and to the election uncertainties early 
in the fourth quarter and, finally, 
when a stale and tired speculative 
long position—however, moderate—has been built up. 

As a purely internal factor, the recent failure of 
the railroad group to climb through its February high 
after a five-day advance was a speculative disappoint- 
ment and was quite evidently interpreted as a short 
swing selling signal by traders who believed a re- 
assertion of leadership by this group was necessary to 
keep the immediate pot boiling—or, perhaps, simmer- 
ing would be the better word, since activity has 
dwindled considerably from even the moderate Jan- 
uary-February levels. 

Then, too, it happened that the first fifteen or 
twenty first-quarter corporate earnings statements 
that came to hand made a somewhat spotty showing, 
however cerain it is that aggregate business profits 
for the period will prove, when all statements are in, 
to have made a good showing in year-ago comparison. 
Mixed with some excellent reports are others showing 
either a moderate decline from a year ago or a gain 
not up to the gain in sales, whether reflecting higher 
costs or closer operating margins or what not. Down- 
ward adjustment of individual stock values to dis- 
appointing reports has within the past fortnight con- 
tributed rather more to weakness than response to 
good reports has contributed to strength. 

Among recent external developments capable of 
influencing the market we have had the President's 
political address at Baltimore, a deepening of the basic 
European political uncertainty—now tending to be- 
come a perennial “crisis”; and further deterioration 
of the position of the French franc. At the same 
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time recurrent rumors have gone the rounds that the 
Federal Reserve Board is considering the advisability 
of hoisting a warning signal by raising member bank 
reserve requirements. 

We doubt that Mr. Roosevelt’s speech has any 
significant relation to the current speculative hesita- 
tion and doubt. It enunciated nothing new in Ad- 
ministration policy or philosophy. Indeed, to the 
extent that it implied continued 
emergency spending it could be con- 
strued as a bull argument on equity 
values, although, of course, the infla- 
tion of bank deposits resulting from 
the Government’s deficit financing 
is far more significant to the longer 
range movement of prices than to 
the week-to-week fluctuations. 

Nor do we believe the market is 
unduly disturbed by the curious 
European diplomatic debate in which 
the gist of the thing seems to be that 
Hitler, Mussolini and Stalin know 
what they want to do but Great 
Britain and France cannot make up 
their minds. The debate will con- 
tinue, with early hostilities on the Continent highly 
improbable, and the stock market very likely will put 
it out of mind when and if it sees reasons at home to 
resume the advance. 

The position of the French franc, and its relation- 
ship to our market, is, however, another matter and 
something definitely to be taken into account in specu 
lative operations. We have previously expressed the 
view that a revaluation of the franc by 20 or 25 per 
cent probably would not prove a severe shock to this 
market for the reason that such a development has 
been expected for a long time and can, therefore, con- 
tain no element of surprise. On the other hand we 
have also pointed out that the actual repercussion 
would necessarily depend to a large extent on the in- 
ternal status of our market at the time of such event. 

In a strong and confident market we would expect 
reaction resulting from franc revaluation to be mod- 
erate and brief. In a market which, prior to franc 
revaluation, had already undergone substantial tech- 
nical correction—either in anticipation of the event 
or for other reasons—we would also expect the reper- 
cussion to be slight or even absent. But in a stale and 
doubtful market, such as has recently prevailed— 
a market unable to make significant general progress 
on the one hand and reluctant to decline on the other 
hand—we would expect franc revaluation to serve as 
a quite logical excuse for a shake-down of something 
more than technical proportions, if not, indeed, a full 
intermediate reaction running to something like 10 or 
15 per cent. 
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The market looks stale. 


With second-quarter business gains 


largely discounted, fresh stimulus is needed. This and the prob- 


ability of early French franc revaluation suggest caution in short- 


swing speculation. We see no need, however, for change in invest- 


ment or long-range speculative policies. 


There can be no question of the precarious status 
of the franc, despite the hard battle the French Gov- 
ernment has continued in defense of the present gold 
parity. Pressure on the French banking system has 
increased considerably, with discounts at the Bank of 
France sharply higher and bankers’ balances declining. 
Gold withdrawals continue. Currency circulation 
rises. Public fright is reflected in hoarding, both of 
gold and notes. The $200,000,000 credit obtained 
from British banks some weeks ago has already been 
used up and as this is written there are rumors—not 
yet confirmed but apparently supported by a rally in 
francs and a reaction in the Dutch guilder—that a 
second credit has been obtained from Holland to tide 
over the crisis, if possible, pending the French national 
elections late this month and early in May. 

The amount of French capital that would be re- 
patriated from this country and the speed of its 
repatriation would depend partly on the extent by 
which the franc is revalued and partly on the general 
European war outlook. War fears on the one hand 
would tend to hold French capital here. An automatic 
profit and prospect of French economic improvement 
and recovery in depressed security prices would work 
the other way. 

We believe that franc revaluation, if it comes within 
a period of weeks, will not at the outside result in 
withdrawal of more than $300,000,000 gold from this 
country. Such a movement would be of purely 
transient speculative significance, without relation to 


our basic price trend and hence not an event justifying 
alteration either of investment policy or longer range 
speculative commitments in sound eqpiities. 

On the whole, there is reason to devote greatest 
attention to our domestic prospect. From the long 
range point of view it appears to us preponderantly 
favorable. We see no probability that the New Deal 
budgetary inflation will receive any material check 
until at least after the election next November. 

Meanwhile business activity is rising briskly under 
the leadership of the automobile and steel industries 
and construction. Steel operations at this writing are 
at 68 per cent of capacity and on present indications 
should hold around this rate or slightly higher for at 
least the next several weeks. Against the prospect 
of some recession in automobile activity not far ahead, 
there is the spreading spiral of basic recovery in such 
lines as structural steel, rails and rail equipment, farm 
equipment and capital industries generally—the whole 
movement deriving added stimulation from a farm pur- 
chasing power which so far this year continues to 
run 15 to 20 per cent above the 1935 monthly fig- 
ures. 

There is nevertheless justification for caution in near 
term speculative operations both because of the possi- 
bility of early French franc revaluation and because 
our business trend for the next few months is not only 
obvious but substantially discounted. The market 
needs a fresh stimulus, whether in a clearer consensus 
of the second half-year outlook or otherwise. 
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Happening in Washington 


By E. K. T. 








Federal Reserve mem- - 
bers—some of them—are ap- 
prehensive that the pressure of 
a series of statutes and dyna- 
mic developments may be sud- 
denly touched off into an 
explosion of prices. Preventive 
action has been proposed and 
is being studied. Stock market 
repression would be the first ob- 
jective. Board would not act 
without the President’s con- 
currence—and he would be in 
a most difficult position if the 
Board should favor action 
within the next few months. 

Inflation is always hailed 
at first as a welcome boom. 

But no regulatory action 

can be effective after an 

inflation boom gets a good 
start. It may be “now or 
never” before election. 


taxes to slip. 


ernment contracts. 


Franc devaluation is ex- 
pected here, in June. Treasury 
equalization fund is shaping 


Washington Sees— 


Possibilities of rapid rise in prices. 


State Department smoothness soothing high 
tariff men as it writes a new low tariff. 


Franc soon to go the way of all gold. 
Eccentric profits tax to stick—processing 


Borah as dominant figure in a convention 
which will not nominate him. 


Free field for “social objective” bills. 
Cappers stockyards bill to win out. 
NRA type of restrictions to apply to Gov- 


President, sobered by Congress rebuffs, of- 
fers clever expiation in retreat from fatuous 
Passamaquoddy and Florida blunders. 


Alarming chance that bituminous coal control 
will be approved by Supreme Court. 
special NR A’s would follow. 


osuanis ordination or anything els 
will become law. . . . But co 
ordination is due to die with 
the authority of the Co 
ordinator when the Emergency 
Railway Act expires on June 
16. President is doing noth 
ing about it—evidently thinks 
that it is a hot potato from 
the political point of view, 
. . . Patman chain store bill is 
set for a vote in the house in 
April. . . . It will go through 
with a rush. Senate will prob 
ably fall in line with the 
Robinson bill or a Patman 
amendment. . . . Revelation 
that city farmers’ banks and 
corporations have got as high 
as $1,000,000 for not raising 
anything have made Demo 
cratic members of Congres 
mad with chagrin. But pre 
posals to limit benefits to 
More $1,000 will die. . . . Hearings 


on La Follette resolution to 








policy accordingly. If France 
embargoes export of gold, 
British management of the pound will be without a base 
on which to operate. In that event co-operation between 
the British and American stabilization policies is expected. 
Devaluation without suspension of gold exports by 
France is not expected to cause an extensive repatriation 

of French capital now in the United States. 


Senate Finance Committee hearings on the tax bill 
are expected to be more comprehensive than those of the 
Ways and Means Committee. The finance committee will 
write its own bill, which will vary widely from the House 


Forecast is, however, that the ensuing conference will 
in the main support the President's idea of a tax on 
undistributed profits. House members still think the plan 
to force profits into circulation has great popularity. 
Processing taxes are dubious. 


Congress has been slowed up by the Senate trial of 
Judge Ritter on impeachment charges by the House... . 
A flock of minor bills has passed the House, and both houses 
have adopted versions of antilobbying measure. Senate will 
hold hearings this week on Wagner housing bill—likely to 
pass. . . . As expected, the rural electrification bill is now 
launched. It will be a $50,000,000 factor in summer and 
fall easy spending. Senator Norris’s Mississippi Valley 
Authority bill is sidetracked. . . . Wheeler-Crosser bill 


for the protection of railway labor against economies of co- 


10 


investigation repression of 
freedom of speech by labor 
leaders organizing collective bargaining units. Main pur: 
pose is to inflame public opinion against corporations and 
private business management generally. . . . The farm 
tenancy bill, which passed the Senate last summer, will be 
taken up by the House Agriculture Committee this week. 
Hearings will be packed by all sorts of social uplifters—due 
to pass. . . . Proposed authorizations of several compacts 
between states concerning joint legislation viewed as blazing 
the way for constitutional middle ground between centrali- 
zation and states rights. . . . Packers-Stockyards bill (Cap- 
per) through the Senate, almost certain to get by in the 
House. 


George N. Peek, whose peaches and cream complexion 
of War Industries days is now rough and ruddy, may emu- 
late General Hagood in a comeback act. Disciplined by Sec- 
retary Hull and finally let down by the President, who used 
him as a shock-absorber to opposition to the Hull tariff 
policy, there’s a bare chance that Peek may be “czar” of 
America’s foreign trade policies. The State Department is 
silently suppressing the plan, as far as it can, but certain 
interests and political forces are working for it. Repre- 
sentative Mitchell of Tennessee has recently revived the 
proposal in Congress, Senator Lewis (lIll.), for a Federal 


- Board of Foreign Trade, despite the fact that the National 


Foreign Trade Council, after endorsing the idea at its 
November convention, is now on the other side of the fence. 
The Mitchell-Lewis bill is one more presentation of 
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the centralization and simplification 
urge which seizes Congress just 
after every multiplication of bu- 
reaus by itself. (Forty-seven gov- 
ernmental agencies romp around 
collisionally in the foreign trade 
field.) Political objective is to create 
a big place for Peek as chairman of 
the board and thus keep this orig- 
inal farm problemer on the Roose- 
velt side of the political battle. 


Republicans rave at each other 
and at the President over the trade 
agreement way of reducing the tariff 
by secretive “trading” with which Con- 
gress has nothing to do. The truth is 
that the tariff bartering about which 
the average Congressman knows noth- 
ing until he reads about it in the news- 
papers is headed by a brain-truster on 
leave from the University of Cali- 
fornia and about to return to academic 
halls. 


Wide World Photo 


Grady is his name—and is he 
smooth? More of a real politician 
than the professionals. Probably 
had a lot to do with Chairman 
O’Brien’s (Rep.) exhortation to the Republicans to en- 
dorse the reciprocal concession policy of tariff making. 


Business men who have discovered who the head devil 
in tariff casting is come storming into his office in raging 
complaint over the cut he has administered to their tariffs 
and come out purring. “Too bad, too bad,” Grady tells 
them, “I knew this would hurt, but it’s only a part of a 
curative treatment. Just wait, you'll get yours in the com- 
ing agreement with Omnaveria. When that opulent coun- 
try opens its doors to your goods you'll forget all about 
what this other deal has done for foreign goods.” Actually, 
and yet you won't believe it—business men are using 
Grady’s slashes in their protective tariffs as arguments for 
slashes in some other industry's tariff 
(accompanied by lowering of some for- 
eign tariff barrier to their goods). 


Now, unbeliever, read this (a 
“big” Republican business man writes 
to a senator to urge him not to support 
the Foreign Trade Board scheme): “It 
is our belief that the present facilities 
for interdepartmental procedure toward 
co-ordination is adequate and that a 
separate facility would not be beneficial 
to the industries interested in the exten- 
sion of foreign commerce. The back- 
bone of the present program, supported 
in common by the public as well as 
many agencies of industry and com- 
merce, is the system of reciprocal trade 
agreements. That program is under 
way. It holds considerable promise. It 
has, we believe, wide public support. 
Our industry has already had its tariffs 
deeply pared. It is interested in the 
general (sic) restoration of foreign 
commerce.” 

So there you are, industries al- 
ready trimmed want to see their 
group competitors trimmed and 
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GEORGE N. PEEK 


He may come back. 





Henry F. Grapy 


The politic academician of the 
foreign trade pacts. 


their own losses made up by export 
markets. Every concluded agree- 
ment is an argument for another 
one. “But how long, O Lord, must 
we wait for ours—fourteen con- 
cluded agreements and not a smell 
for us.” 


Trade agreement preliminary ne- 
gotiations with the United Kingdom, 
long soft-pedaled by the State Depart- 
ment, are now conceded to have 
reached assurance of formal schedule 
dickering. Administration wants final 
agreement before the presidential elec- 
tion. State Department representa- 
tives have returned from preliminary 
negotiations with France, and it is now 


expected that a Franco-American 
agreement will be concluded within a 
month. Present friction between 


France and England is expected to ac- 
celerate French agreement, which has 
had tedious exploratory conversations. 
First break has come in the Ottawa 
British preferential agreements. 

India has given six months notice of 
denunciation. . .. The dicker with Aus- 
tralia is in suspense. Australians want “unilateral” reciproc- 
ity agreement. Purpose is to reduce imports from the United 
States and increase exports. But except as they may make 
their own deals with the U. S., all British dominions are 
counted as discriminatory against the U. S., because of 
Empire preferences, and not entitled to the favored nation 
clause in any of the Hull agicemeits. According to the 
U. S. view any political unit which has full pow:r over its 
tariff is an independent nation for economic purposes. 


Coal’s little N R A will learn its fate from the Supreme 
Court on April 26. Be ready for a jolt. Conviction is 
gaining ground that the Bituminous Coal Conservation Act 
will be sustained by a 5 to 4 decree. If that is the event 
the Ellenbogen bill for a little NRA 
for the cotton textile industry will be- 
come law. Next there will be a flock 
of particular N R A’s. There is even 
a strong possibility of one for invest- 
ment bankers and, wonder of wonders, 
it is said to spring from an inspiration 
from among their own ranks. 


Cotton situation, governmentally, 
is confused. Cotton Commodity Credit 
Corporation has begun the sale of 
1,000,000,000 of its 4,000,000,000 
bales. Amendments of the Cotton 
Futures Act have been held up. Thee 
trade demands that 2,000,000 bales be 
sold immediately and the rest of the 
government's holdings be systematically 
liquidated. Senator Smith, Congress’ 
cotton “authority” suspects a trade plot 
to get the Government’s cotton dirt 
cheap. Traders say that prices will be 
unnecessarily low so long as the govern- 
ment holdings are reserved. Smith is 
opposing the Commodity Exchange 
Commission bill sponsored by the De- 
partment of Agriculture. 

(Please turn to page 60) 
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For Greatest Progress in 1936 


Heavy Industries? 


Consumers Goods? 


Stocks of Leading Companies in Consuming Lines 
Begin to Look Relatively Cheap—But Are They? 


By Joun D. C. WELDon 





OR a great many months 


sumption goods are subject to rel- 


ee eaiae caatent atively moderate variations in de 
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a : A ll 100 HEAVY GOODS 
speculative leadership in | WESTINGHOUSE 
the stock market has cen- || 90 
. . GROSS REV 
tered largely in issues of compa- SG soncc or orc 
nies engaged principally in the 10 


production of capital goods or 
consumers’ durable goods or some 
combination thereof. 

Underlying the popularity of 
such stocks is a common convic- 
tion that from this point they 
have further to go .n recovery of 
earning power than the general | 
run of consumption goods equi- 
ties. Against this there arises a 
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| mand — measured in terms of 
| physical volume — but are char. 
acterized by broad fluctuations in 
price. In contrast, the majority of 
capital goods and consumers’ dur: 
able goods are characterized by 
relative stability of prices but by 
very wide variations in the physi- 
cal volume of demand. 

There are several reasons for 
these differences. One is that most 
consumption goods, notably food 
and clothing, are simply the proc: 











question as to whether the fa- 
vored capital goods stocks—however dynamic their longer 
future—have not at present prices over-discounted the reali- 
ties for so long a future period as to preclude additional 
worthwhile appreciation this year. If they have, there arises 
the further question whether many of the long sluggish con- 
sumption goods stocks may not be regarded as relatively 
attractive. 

In seeking an answer to these questions it will be helpful 
to review the differences in market action of capital goods 
stocks and consumption goods stocks in recent years and to 
examine also some of the contrasts in economic fundamen- 
tals as between these two broad classes of industrial securi- 
ties. The reservation must, of course, be made that there 
are usually some exceptions to every generalization; and 
that, however valuable certain general conclusions may be, 
every common stock must be ap- 
praised on an individual basis. 
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essed products of agricultural raw 
materials which in turn are characteristically subject to wide 
price cycles. Another reason for the difference in price 
behavior is that as a generality the production of capital 
goods and consumers’ durable goods is subject to a closer 
industrial centralization than is true of consumption goods. 
As for the variations in the physical volume of demand, it 
need hardly be said that purchases of capital goods or con 
sumers’ durable goods can be, and are, promptly and indef- 
nitely deferred during cycles of adverse business and declin- 
ing national income, whereas on the other hand goods of 
immediate necessity always meet a demand at a price. 

In consequence of these inherent differences, the price 
fluctuations of consumption goods stocks should in theory 
be much more restricted, both in advance and decline, than 
the price cycles of equities falling into either of the other 
two classes. In most instances it 
has worked out this way, with 





j HEAVY GOODS 


Consumption goods include 


ALLIS-CHALMERS 


CONSUMER GOODS 


NDICOTT JOHNSON the reservation that both in boom 





gasoline and other products of 
immediate necessity; and mer- 
chandizing enterprises are usually 
classed in this field. Capital goods 
may be described as products or | 
equipment purchased for use in | 
production, distribution or trade. | 
| 
| 


chiefly food, clothing, beverages, | 
| 
| 


PER CENT OF 1929 


Consumers’ durable goods include 
automobiles and a broad range of 


tT 
MMM GROSS REVENUE 


~~ pmey PRICE OF STOCK % OF 
oO 1929 HIGH 


and panic there is a tendency of 
i the market to lose sight of the 





realities. Hence the manner in 
which these different classes of 
| stocks behaved in late 1929 and 
| in the summer of 1932 is more 
misleading than illuminating. On 





| the other hand, no such emotional 
extremes have been present in the 
markets of 1934, 1935 and 1936 














household equipment. 




















to date. Therefore the inferences 
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As a generality it is important 
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to bear in mind that most con- 





should throw some genuine light 
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Are the new powers of the Reserve Board sufficient to control 


the credit which is utilized by industry and the security markets? 


Why the New Banking Laws 
May Prove Disappointing 


By Rosert H. HemMPuiLi* 


ENTRAL bank control of the volume of deposit cur- 
rency in circulation, here in the United States, is 
largely based upon the ancient idea that bankers will 

lend to whomsoever everything but the kitchen stove, un- 
less restrained by drastic regulation. 

It is true that there was a time not so far back in our 
history when a large 


must be exchanged for money. If the supply of money or 
some usable substitute is inadequate, full production is obvi: 
ously impossible. No informed persons, except a few paid 
propagandists, any longer attempt to argue against the fact 
that the total volume of money or its usable substitute in 
circulation, controls the total volume of business of the na 

tion, and consequently 








percentage of our com- 
mercial banks, under 


production, employ. 
ment, wages, prices, 


flattering circumstances 
would loan liberally on 
almost anything one 
could bring in the front 
door, but financially 
speaking, that was a 
long, long time ago. 
Almost no-one seems 
to visualize the full sig- 
nificance of the great 
change which our 


All Member Banks Federal Reserve System 


All figures in millions of dollars—six ciphers omitted 


As ofthe U. S. Govt. Other Total Loans Reserves Deposits 
close of Obligations Securities (except inter-bank) with F.R. Cash Demand 


1928..... 4,311 6,217 24,618 949 181 **16,503 
S020 ..... 3,863 5,921 25,437 920 169 **16,647 
2988 ..... 6,540 5,726 14,760 2,511 423 (12,691 
1983 ..... 7,254 5,132 12,547 2,678 471 ,, 12,674 
1934..... 10,815 5,227 11,871 4,082 609 15,686 
1935..... 12,269 5,541 12,077 5,573 665 **18,801 
* Not including broker’s loans. ** Increased number of member 
banks distorts relationship between boom years and present. Demand 


deposits of all banks of the nation are more than 4 billion under 1929 
peak 


property values and 
prosperity. 

The only purpose 
for having a_ central 
monetary authority i 
to control the volume 
of production and ex 
change of goods and 
services by controlling 
the volume of circulat: 
ing purchasing power 





banking system has un- 





—money and deposit 














dergone in the last few 
years. The most ad- 
venturous bankers who in former depressed periods initi- 
ated recovery by liberal expansion of credit, are out of the 
banking picture, never to return. They went out with the 
ten thousand or more banks which have gone into the dis- 
card in the last very few years. The survivors are a differ- 
ent breed. “Commercial credit” as we knew it in pre- 
depression days, is only a memory. 

Even if present bank managers were so disposed, the 
Comptroller of the Currency and his corps of examiners, 
with the vision of the last few years fresh in their minds, 
would never permit the loose methods of credit extension 
which gave us our amazing prosperity but wrecked the 
banking system. 

However, the problem which confronts society is, that 
this means of payment, this “deposit currency,” which 
formerly was created by unsound loans, must be supplied 
by some agency. 

It is futile to day-dream of expanding business without 
increasing the means of payment. As the first step in our 
exchange of goods and services, our labor and products 





* Robert H. Hemphill views the money question from the standpoint of his 
years of experience in banking and in business. His connection with the Fed- 
eral Reserve system dated from its inception. He is a widely recognized au- 
thority on monetary subjects, and we are glad to publish his views on this 
important question of credit control. 
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currency—in circu 
lation. 

The new Federal Reserve Law sets up a presumably non’ 
partisan body which is the head of the Federal Reserve 
system and as such has powers theoretically designed to 
vary the quantity of deposit money in circulation, either to 
inflate or deflate, to quote much misused terms. 

To accomplish this they have been given control of the 
rediscount rates of the Federal Reserve Banks, also they 
may raise the legal reserve required of the member banks by 
100 per cent of the present figure, neither one of which 
measures would have any more effect on the amount of 
credit the banks are at present inclined to extend than 
shooting a mosquito on the banks of the Congo. 

They may also engage in “open market operations.” This 
means that they may buy or sell Government bonds from 
or to the public or the banks or both. In actual practice, 
under usual circumstances, selling bonds to the public has 
a diametrically opposite effect to the sale of bonds to the 
commercial banks. One is deflationary, the other inflation’ 
ary. For instance, if the Federal Reserve board, to check 
inflation, offered, say four billions of Treasury bonds— 
two billions of which were purchased by banks and two 
billions by the public—the total demand deposits in all banks 
after the transaction would stand just where it stood be 
fore. The individuals would deplete their deposits two 
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billions in payment for their bonds and the banks would 
create two billions of new deposits in payment for their 
bonds. 

The Federal Reserve banks might, however, sell to the 
member banks the two billions of bonds they own for cash, 
if the banks were willing, and this would reduce the great 
fund of excess reserves now carried by the banks, but such 
a move would be opposed by conservative bankers who will 
never again attempt to operate on the shoe-string reserve 
provided by law. 


Banks Can Inflate or Deflate 


There is another angle which is not generally recognized. 
The commercial banks now own in excess of ten billions of 
bonds. They are therefore in position to inflate or deflate 
by buying or selling bonds from or to the public, inde- 
pendently of any action of the Federal Reserve Board and 
to a far greater extent than the central authority could 
counteract. This is predicated, however, upon the assump- 
tion that the public is able and willing to buy or sell bonds. 

To check inflation, the Federal Reserve Board might 
undertake to decrease the volume of deposit currency by 
sling bonds to the public alone, declining all bids from 
banks. The banks could completely offset this movement by 
buying an equal amount from the public and creating new 
deposit currency in payment. 

There is little point, however, in arguing the theoretical 
sale of bonds to the public. The public has no money to 
buy bonds in any appreciable quantity. According to the 
F. D. I. C., the total demand deposits of all individuals, 
firms and corporations in more than 98 per cent of all the 
banks of the nation on December 31 was only 20 billions 
of dollars. This is approximately seven billions less than we 
had in circulation in 
late 1929, when there ' 
were five million less | 


people in this na- 
tion than there are 
today. 

There is no idle 


money in this depart- 
ment. It is the in- 
adequate working bal- 
ances of these individ- 
uals, firms and cor- 
porations and is only 
about two-thirds the 
quantity necessary to 
exchange the goods 
and services of the 
nation with everyone 
employed. This money 
is in constant motion. 
It is the total means 
of payment of the 
nation—our total cir- 
culating purchasing 
power. 

Moving at top 
speed, under the most 
faverable circum- 
stances, it will serve 
as the intermediate 
to transfer to the consumer no more than 60 billions of the 
diversified goods and services of the nation in one year. 
To restore comparative activity of 1929 at the prices, wages, 
salaries and property values of that period, we would re- 
quire not less than 30 billions of dollars in the checking 
accounts of individuals, firms and corporations in our com- 
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The new Federal Reserve Board. Left to right, seated: Ralph W. 

Morrison (Texas); Marriner S. Eccles, chairman; Ronald Ransom 

(Georgia); M. S. Szymezak (Illinois). Standing: John McKee (Ohio); 
Joseph A. Broderick (New York). 





mercial banks. We are 10 billion dollars under that figure. 

The outstanding limitation of the Federal Reserve Board, 
in its effort to regulate the volume of credit currency in 
circulation, is its lack of influence with, or jurisdiction over, 
state banks. Its jurisdiction extends only to banks which 
are members of the Federal Reserve system and this impor- 
tant defect will prevent any very substantial improvement 
in the banking situation through a Federal monetary author- 
ity, as long as we have laws which permit the two types of 
banks, state and national. 


Competition Between Banks 


In ordinary times, competition between banks is so keen 
that national banks would unquestionably forfeit their na- 
tional charters rather than undertake to operate under 
regulations which would seriously handicap them in com- 
petition with state supervised banks, and, since the guaran- 
tee of deposits law was enacted, the national bank offers 
little, if anything, from the standpoint of safety, superior 
to the state bank. Therefore, if the state bank is able to 
offer tangible advantages to depositors or borrowers which 
the national banks are not permitted to duplicate, they will 
most certainly get the business. 

There is still another factor which has of recent years 
disturbed monetary control in every civilized country, and 
that is the large body of floating capital constantly ready to 
cross international boundary lines. It has been estimated 
that this now amounts to ten billions of dollars. Raising 
re-discount rates, or forcing higher interest rates for specu- 
lative security loans to check inflation of stock market prices, 
invariably brings in a flood of this foreign money which 
results in increasing instead of arresting the inflationary 
movement, and contra, lowering interest and discount rates 
to encourage credit ex- 
pansion encourages 
withdrawal by for- 
eign depositors. 

I know of no-one 
who has offered a 
practical solution to 
this problem short of 
drastic prohibition of 
the import or export 
of capital, with its 
disorganizing effect 
upon international 
trade. 

I have been unable 
to discern in the re- 
cent amendments to 
the Federal Reserve 
Act any substantial 
improvement over the 
previous set-up. In 
the final analysis, it is 
just another attempt 
to perpetuate an un- 
workable banking sys- 
tem which periodic- 
ally threatens to de- 
stroy commerce and 
industry to preserve 
itself. 

It appears to me that any expansion or contraction of 
the volume of deposit currency in circulation which may 
be effected by the new Federal Reserve Board will be due 
almost exclusively to voluntary co-operation of the banks of 
the nation, and this will be very largely controlled by the 

(Please turn to page 60) 
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France at the Crossroads 


Prospect of Political Upheaval Over- 


shadows Even Impending Financial Crisis 


By GerorceE BERKALEW 


Foreign Representative of THE MAGAZINE OF WALL STREET 


Y sixth-grade geography, with sweeping finality, 
i characterized the French as “a gay people, fond 

of dancing and light wines.” The traditions, cul- 
ture and subtleties of the national character were passed 
over with sublime unconcern. A more mature but per- 
haps equally superficial conception of French civilization 
is expounded in novels and musical comedy, depicting the 
mundane antics of perfumed women and monocled gentle- 
men in compromising situations. During the post-war 
period, France has been caricatured as a composite char- 
acter of Midas, Shylock and Simon Legree. 


Between Crisis and Catastrophe 


Needless to say none of these characterizations quite fits 
the France of today. Certainly in this precarious moment 
prior to the elections, France is neither in a gay nor dancing 
mood. With the political upheaval of the present, it is 
not the moment to moon over the sweetness of apple- 
blossom time in Normandy or to indulge in the emotional 
romanticism of triangle drama. “Parlez-moi d’amour™ as 
an exponent of French sentiment is definitely “fini.” As 
for light wines, the pertinent statement of Ambassador 
Claudel at Washington, applies: “In the little moment that 
remains to us between the crisis and the catastrophe, 
I may well offer you, gentlemen, a glass of champagne.” 

The French are facing facts, the stark facts of impending 
financial collapse, 
ofinternalfactional -— 


some sort of permanent military and economic submission. 

The first stark fact is finance. The last balance sheet 
of the Bank of France published shows that between the 
21st and the 28th of March, the portfolio of commercial 
paper was stuffed with 1,133 million francs. Short term 
Treasury bonds discounted at the Bank of France amounted 
during the month of March to 3 billion francs. Note cir- 
culation which fell to 80 billions at the end of February, 
rose to over 83 billions during the following month. Despite 
a balanced budget on paper, the Government by a leger- 
demain has slid into the extraordinary budget from 2 to 
3 billion francs of normal expenditures; has conjured from 
the State Bank 5 billions under Flandin, 3 billions by the 
British loan, and 6 billions by the latest Parliamentary 
authorization. The short-term debt, first arbitrarily to be 
reduced by decree to 10 billion francs, was authorized 
by the present Government to stand at 15 billion francs, 
is now Officially acknowledged at 21 billions. 


The Franc Has Nine Lives 


Inflation is on the wing and rumors of devaluation or 
an embargo on gold precipitated another series of flights 
of French capital for happy landings in foreign investment. 
Simultaneously M. Regnier, Minister of Finance, barked 
vociferously that as long as the present Government re- 
mains in power the present gold value of the franc will 
remain intact. 

The franc ap- 





strife, of the ex- 
ternal peril of an 
unfathomable Ger- 
many, and an 
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able England. The 
pedicament of 
France is under- 
standable; hence, 
Midas sits avari- 
ciously on a war 
chest of 65 billion 
francs of gold, 
Shylock demands 
the last pound of 
flesh from the Lo- 
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lives. Official re- 
assurance repulsed 
the latest attack 
on the currency 
and devaluation 
has for the mo 
ment been fore- 
stalled. Technic- 
ally the position 
of the franc is im- 
pregnable. Psy- 
chologically the 
monetary position 
is vulnerable; sub- 
ject to political 
whim —and the 
potenial panic 
following a strong 
popular front ma- 
jority. Moreover, 
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this psychological factor appears to be growing more op- 
pressive rather than improving, despite a substantial loan 
from England and a more recent one from Holland. The 
Bank of France has lost the franc equivalent of $180,000,000 
from its gold reserves in the three weeks ending April 11, 
and the long expected devaluation is apparently inescapable 
soon after the forthcoming election, if not before it. 

To make matters worse not only the monetary but the 
economic situation is critical. With the traditional lethargy, 
a population of cafe-sitters entertained between 1929 and 
1932 the illlusion that the world crisis could be avoided. In 
1934 and 1935, over his “aperitifs” the man in the “bistro” 
had been lulled into the belief that another miracle will pro- 
videntially increase world prices to the level at which French 
industry can compete. This miracle did not materialize in 
1934, it has not yet materialized in 1936. It is true that a 
certain revival in business activity is evident since the turn 
of the year. Business sentiment is more optimistic, carload- 
ings are up, the turnover tax shows a slight gain, employment 
has ceased to decline and forward orders in several key 
industries are more reassuring than in previous months. 


Electoral Illusions and Economic Realities 


But let us not confuse electoral illusions with economic 
realities. In France the cupboards are bare; stocks of 
finished and semi-finished merchandise have been depleted. 
Armament orders 
have stimulated ac- 
tivity in the heavy 
industries and public 
works projects, fi- 
nanced by Treasury 
notes, have given a 
momentary but artifi- 
cial illusion of econ- 
omic revival. These 
two factors have con- 
tributed as well to 
check the decline in 
unemployment, but it 
must be remembered 
that there are many 
people in France who 
because of pride or 
lack of privilege fail to 
be numbered among 
the recipients of State 
patronage. Hence 
unemployment statis- 
tics in France are not 
comparable with either 
those of Great Bri- 
tain or the United 
States. 

Still the govern- 
ment persists in fostering the pre-election illusion of 
economic stability and the possibility of prosperity with 
patience. The illusion ignores the fact that taxes con- 
stitute the main sources of revenue for the State and 
that taxation has practically reached the point of satura- 
tion. Illusion ignores the fact that faithful devotion to 
the gold standard has necessitated an accelerated rhythm 
of state borrowing at the ruinous cost of between 5 to 6 
per cent on debt service. Illusion ignores the fact that a 
rediscount rate of 5 per cent is a capital punishment which 
breaks the market for government securities and stifles 
commercial credit. Overlooked are the growing symptoms 
of what is popularly termed the “hausse de misere” tangibly 
evidenced by straggling lines of individual bankrupts cash- 
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The surface view of the famous subterranean gold vaults of 
the Bank of France 


ing in at the national pawn shop aristocratic heirlooms, 
mattresses and kitchen utensils. 

The punishment of capital is not only individual but 
corporate. French industries burdened with excessive over- 
head charges and paralyzed by the depression have sold 
their idle equipment to new enterprises. A belated attempt 
is being made to rationalize and revitalize the industrial 
structure which so long has shunned invigorating foreign 
competition behind the snug shelter of high tariffs and 
protective quotas. The export industries have been able 
to survive by a dumping process. abroad, sucking their 
profits from the high prices paid by domestic consumers 
and subsidies appropriated by the government. The result 
has been an increase in the average wholesale price index 
from 334 in 1934, to 377 in February, 1936; retail 
weighted price index from 420 to 454. Simultaneously, 
the cost of living climbs faster than in England or even in 
Belgium where belga devaluation has had a year’s trial. 


Economic Isolation Impossible 


The logical outcome is obviously French autarchy. But 
autarchy in France despite economic equilibrium between 
agriculture and industry is impossible. National isolation 
is impossible for the reason, that the country is dependent 
on foreign sources of supply for copper, oil, cotton and 
other basic materials. It is true that attempts to dragoon 
industry and agricul- 
ture under an ec- 
onomic dictatorship, 
such as exists in Italy 
or Germany, or even 
under the “it hurts 
me as much as it does 
you” discipline in the 
United States have 
failed. 

Still the fabric of 
industry in France is 
by no means a series 
of individual patterns. 
On the contrary, the 
design, without regi- 
mentation, has been 
both horizontally and 
vertically integrated. 
This integration is 
not only national but 
international. The car- 
tellization of French 
economy constitutes a 
movement which has 
developed rapidly in 
the past and is likely 
toencompassa broader 
scope in the future. 
For example, the European steel cartel includes interlocking 
activities in France, Germany and Belgium; the chemical 
cartel in France, England and Germany; the rayon combine 
in France, Switzerland and Italy. The network of interna- 
tional industrial affiliations are more binding than treaties, 
more permanent than political contracts. For the economic 
recovery of Europe—for the realization of commercial profits 
rather than armament deficits—there is more collective se- 
curity in cartels than there is in Geneva. 

Momentarily France grapples with a masse of inconsistent 
absurdities. The desire to maintain the value of the franc— 
to effect a rise in prices—to produce a revaluation of agri- 
cultural products, to reduce the cost of living index, to 

(Please turn to page 63) 
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Significant Foreign Events 


By GerorceE BERKALEW 


Foreign Representative of THE MAGAZINE OF WALL STREET 


Danish Legislation Reacts on U. S. Trade 


The break-down late in March of Anglo-Danish nego- 
tiations for the establishment of a trade accord satisfactory 
to both countries means the further postponement of recov- 
ery for England's principal foreign food furnisher. Things 
have not gone well with Denmark since the Ottawa accord 
switched a large part of the British butter and bacon trade 
from the Baltic to the Antipodes. After nearly five years 
of world depression and Empire competition, Danish farm- 
ers are facing the most acute problems in exchange con- 
trol, import restriction, and payments. To reconquer Brit- 
ish markets they are being forced to enter a treadmill of 
barter agreements, shifting where possible their purchases 
from other countries, especially from the U. S. to England. 

So far as Denmark is concerned, Britain is playing the 
part of the plutocrat who refuses to buy his provisions 
from a grocer who fails to make delivery in trucks made 
in England, from a farmer who doesn’t hatch out his 
chicks in an incubator made in England, or a butcher who 
doesn’t slice his hams with knives also made in England. 
This is the significance of recent Danish legislation con- 
tinuing the existing system of import permits for two years, 
but the basing year is now 1934 instead of 1931. For 
Americans trying to do business with Denmark this shift 
from 1931 to 1934, means a hardship, for firms importing 
from the United States saw their business volume drop 
nearly 70 per cent between 1931 and 1934. Expressed in 
gold dollars, American exports to Denmark fell from 
$38,708,000 to $11,- 
025,000, while at the 
same time British 
firms approximately 
held their own. Af- 
ter slack years in 1932 
and 1933, British ex- 
ports to Denmark 
rose in 1934 to $54,- 
658,000 compared 
with $54,907,000 in 
1931. The percent- 
ages are more import- 
ant than the absolute 
trade figures, for be- 
tween °31 and °34, 
American exports to 
Denmark dropped 
from 10.5 per cent of 
the total Danish im- 
portations to 6.1 per 
cent, while British 
exports climbed from 
14.9 to 30.1 per cent 
(1931 equals 100). 

Good business for 
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Big industry among the Austrian Hills 


England—but there are other elements to the problem. 
Danish costs are tending to rise, and the government has 
had to take drastic measures to hold the wholesale index 
at 126, such as limiting imports of building materials and 
stopping construction operations at the risk of swelling the 
unemployed. This was in order to curb a home-building 
wave which tended to drive prices higher, force the cost 
of agricultural produce up, and thus further reduce the 
chances of selling overseas. Denmark’s problem, after four 
years of fairly close adherence to the pound sterling parity 
is in some ways that of Belgium before devaluation a year 
ago: costs have been reduced to a minimum, and still 
foreign buyers abstain. Cutting down the foreign exchange 
rate offers an easy solution. When, however, Danish elec- 
tions were recently held, voters were presented with the 
idea of a further devaluation and refused it. In Denmark, 
the man on the farm through his vote is telling the financial 
expert what to do. Democracy is imposing further control 
over banking, business, and industry, and dictating main- 
tenance of the present crown value and existing import 
restrictions. For January, 1936, the import surplus was 
55 per cent greater than last year. The exports improved 
only 6 per cent. 

Danish-Americans who left the United States to go back 
to the old country when depression limited their chances 
of making money in the New Deal find that they jumped 
from the frying pan into the fire. So numerous are these 
returning citizens that in the 1935 Danish census it was 
found that during the five year period 1930-1935 the popu- 
} lation had advanced 
by 0.86 per cent in- 
stead of by 0.62 per 
cent as during the 
previous five-year pe- 
riod, even though 
births were down 
and deaths up. 


* * * 


Italy Supreme in 
Danube Area 


The Rome conver- 
sations of the signa- 
tory powers of the 
Rome Pacts of 1934 
have given Italy the 
opportunity of again 
asserting her interest 
in European politics, 
in particular in the af- 
fairs of Central Eu- 
rope. During January 
and February of the 
current year, France 
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made a new effort to get Central Europe well in hand by sup- 
porting Czecho-Slovakia in trying to bring the Danube powers 
into closer collaboration. Witness the visits of Stahremberg, 
King Carol, Prince Paul and Hodza in Paris. Although insin- 
uations were made that the stumbling block of a re-establish- 
ment of the Hapsburgs could be avoided, no actual understand- 
ing was reached and Austria turned without delay to Rome. 

But Austria did not agree with a proposed re-establish- 
ment of the Hapsburg monarchy sponsored by the Soviets. 
With the occupation of the Rhineland, Austria feared a 
renewed threat from Germany—France demurred—Italy 
came forward with assurances of support. Hungary listened 
half-heartedly to proposed closer collaboration with the 
Little Entente. Closer collaboration would mean the re- 
nunciation of Hungary's claims to territories taken from 
her after the war. 

For this reason, the Rome conversations acquired much 
greater importance than they 
deserved. For this reason also, 
Italy was suddenly raised to 
the pedestal of a supreme pro- 
tector of the Danube area. 

Italian interests in this area 
are more selfish than sincere. 
With the sanctions squeeze, 
Italy finds in the Danube the 
agricultural products which 
she needs. The fact that 
neither Austria nor Hungary 
participates in the sanctions 
against Italy flatters Fascist 
fancy. The Italian Press em- 
phasizes an international pol- 
icy of unification of the three 
countries: Italy, Austria and 
Hungary. “The will of 60 
million Europeans will be 
served.” 


zt * #& 


The Stigma of the Soviets 


France through the Soviet 
alliance has achieved practi- 
cally the same isolation in the 
diplomatic world as Germany. 
All countries shy from a too 
close collaboration with 
France. Even Belgium passed 
up her French military accord 
which expired March 6, the 
date of the ratification of the Franco-Soviet Alliance. Po- 
land has cooled down to a mere nodding acquaintance with 
France, although she affected a warm cordiality in former 
days. Italy also is aloof since the U. S. S. R. is the most 
bitter enemy of Mussolini, at least if not the Soviet Gov- 
ernment, the Third International. The present increase 
in the prestige of Italy through the weakening of sanctions 
and the Rome pacts, has dealt a hard blow to the policy 
of the Komintern. 

Likewise, Yugo-Slavia who viewed with distrust the 
active role proposed for Russia, is only too pleased to see 
Italy take the front stage in the Danubian problem. Be- 
sides, Yugo-Slavia panders to British policy, with an ex- 
posed Dalmatian coast line; economically, Yugo-Slavia has 
considerable interest in keeping on good terms with her 
German customers, particularly since her commercial treaty 
with Germany is now under negotiation for renewal. 

Significant is the careful attitude adopted by France, 
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Modern equipment making butter in Denmark 


toward introduction of compulsory military training in 
Austria on April 1. This strange reserve is inspired by 
the hope that Austrian conscription will ultimately con- 
tribute to the force of France against Germany. But this 
possibility is more of a hope than a certainty. France with 
the diplomatic world aligned against her has prudently 
abstained from proclaiming the violation of the Saint Ger- 
main Treaty. After Locarno, shouts from the house-tops 
were to be expected. Hungary is likely to follow the lead 
of Austria in remilitarization to the terror of Rumania, 
but with the tacit support of Rome. 


* * * 


Another Credit Anstalt? 


The most acute phase of the last world crisis was started 
in Vienna with the crash of the Austrian Credit Anstalt 
in 1931. Late this March, a 
few weeks after the final set- 
tlement of the “live claims” 
issue with American, British 
and other foreign creditors of 
the defunct bank, Vienna 
startled the European financial 
world with another scandal. 
The Phoenix Life Insurance 
Co. of Austria, with ramifica- 
tions all across the Balkans 
and throughout Central Eu- 
rope, was shown to be in the 
hole for 250,000,000  schill- 
ings, or about $50,000,000. 
Deficits averaging 50,000,000 
schillings had been piling up 
across the past five years al- 
though the true state of things 
had been concealed from the 
public and even from the state 
by complacent officials. 

As the loss finally reached 
an amount equal to half of the 
company’s total capitalization, 
and payments on foreign 
reinsurance could not be met, 
concealment could no longer 
be arranged. A high govern- 
ment official committed sui- 
cide, a director of the insur- 
ance company died under cir- 
cumstances supposed to be 
mysterious, and in the com- 
pilation of the balance for the 
year 1935 it was at last revealed that the company was 
bankrupt. At first the losses of the Credit Anstalt were 
not estimated to be much more than those of the present 
failure, and only gradually attained their full proportions. 
It is anticipated in Vienna that the total loss of the Phoenix 
may also multiply as investigations continue, and may 
eventually touch $100,000,000. 

To cover the scandal Viennese statesmen released prema- 
turely a diplomatic bombshell which successfully distracted 
public attention. They announced that Austria was through 
with the Treaty of Saint Germain and that from now on 
the Danubian Republic, like Hitler’s bigger state, was to 
take the road of unrestricted rearmament and conscription. 
Based on the three party conferences at Rome the week 
before, this announcement was sure to have Italian ap- 
proval, and was equally sure to throw the Little Entente 
into a towering passion. Czecho-Slovakia especially has 

(Please turn to page 62) 
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How New Taxes Affect 


Investment Selection 


Social Security and Undistributed Earnings Taxes 
Fall Unevenly on Various Types of Companies 


By J. C. CrrrFrorp 
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ployer and employee. Limited 
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porations, for it is against these 
that the main attack has been 
directed. And now the investor is asked to figure the pos- 
sible effects of two radically new departures in the field 
of corporate taxes. 


Social Security Taxes 


The first of these are the Social Security Taxes, in effect 
already. The second is the new corporate income tax, to- 
day in process of emerging from Washington’s legislative 
machinery. Both taxes are of moment not only because 
they, like all levies to pay the cost of government, are a busi- 
ness burden and handicap, but because they do not fall upon 
all companies with equal impact. They thus influence an 
investor's selection of securities and become still another 
factor which he must take into consideration. 

Current payments under the Social Security Law are con- 
fined to the employer. Every employer of eight or more 
persons should be setting aside 1 per cent of his payroll for 
the tax collector; next year calls for 2 per cent, and 3 per 
cent will be demanded thereafter. This is for the purpose 
of financing the unemployment part of the scheme. In 
addition to this, there is the old-age pension part. This is 
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The manufacturing company 
average may well be above 40 per cent. If, for example, 
there were a company carrying 10 per cent of its gross sales 
to profit and assuming it were impossible to raise selling 
prices, a 6 per cent payroll tax on the basis that the payroll 
takes up 40 per cent of gross, would mean a decrease of 
24 per cent in earnings. If the same company were accus 
tomed to earn only 5 per cent on its gross sales, a 6 per 
cent payroll tax would almost cut its earnings in half. 


Where Labor is a Big Part of Output 


It is apparent that the types of company to be most af: 
fected by Social Security are those whose wage bill is 
greatest in proportion to the value of their product and, 
conversely, those least affected will be those whose total 
wages paid are smallest in relation to the value of the 
product. Companies making precision instruments, ma’ 
chine tools, airplanes clearly fall into the first category while 
those in chemicals, petroleum and meat packing are in the 
second. One would naturally expect Douglas Aircraft, for 
example, whose output is hand-built and almost individually 
designed to be harder hit than any of the big Standard 
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Oils whose output is so largely an automatic process. 

On the other hand, this mention of “automatic process” 
introduces the possibility of Social Security having certain 
secondary effects not at first obvious. If those companies 
employing relatively few men are going to be in a better 
position than those with a relatively large payroll, it is a 
reasonable expectation that each individual company will 
attempt to attain the status of the first group so far as 
possible. This means increased buying of all kinds of labor- 
saving machinery and office equipment, with the result 
that these industries which might otherwise have been 
adversely affected by Social Security by virtue of a high 
labor-content in their products, will instead be beneficiaries. 

Then, again, as is the case with any prospective increase 
in expenses, it is essential in connection with the Social 
Security taxes to give some consideration to the price 
elasticity of the company’s product: in other words, the 
chances of passing the tax along to the public in the form 
of increased selling prices. Some enterprises can do this 
much more easily than others and without the loss of any 
great volume of business. Some would lose so much volume 
were it attempted that they, or rather their stockholders, 
will be obliged to absorb the greater part of the tax. Yet 
other companies, like the railroads and the public utilities, 
operate under an inelastic price structure because of some 
law or political body which regulates them. 

Let us turn now to the new corporate tax; details are 
not yet fixed by legislation, but principles have been indi- 
cated in congressional debates and hearings. The proposed 
taxes represent an entirely new departure from the prin- 
ciples that have guided previous corporate taxation. The 
existing corporate income tax is to be repealed, together 
with the capital stock and excess profits taxes. To take 
their place there is to be imposed a graduated levy on that 
part of a corporation’s earnings that are not distributed in 
the form of dividends. At the same time a recipient will 
pay ordinary individual income tax on dividends that he is 
fortunate enough to receive. 

While this is another of the New Deal’s “share-the- 
wealth” schemes, no attempt will be made here to appraise 
its broad, social and economic aspects; nor do we stress the 
point that it will almost certainly not raise the revenue 
expected of it; we are con- 
cerned with the possible 


they might push his surtax net income into still higher 
brackets; he would probably prefer to see a reasonable 
portion of the profits retained in the business. 

The effects of the new tax plan upon different industries 
and corporations are complex. It would seem that those 
industries, whose custom it is to pay out all or almost all 
their earnings in dividends, would not be unfavorably 
affected. For example, present proposals are that a com- 
pany would be able to retain up to 20 per cent of its net 
income and pay a tax of only 9 per cent on the total net 
income, or slightly more than half what it would pay today. 
On the other hand, should a company elect to conserve 
more than 20 per cent of net, the tax on total net income 
advances to as high as 42 per cent. Most of the public 
utility companies distribute by far the greater part of 
their net, so that they would not be called upon for an 
abrupt change of policy. Mining companies are also in 
this category. Many specialty companies, which appar- 
ently do not wish to accumulate any great reserves from 
this point and are unattracted by dreams of extensive 
expansion, are in the same class, or could place themselves 
in it without inconvenience. Such companies as Beech-Nut 
Packing, Wrigley, the three snuff companies, American 
Snuff, Helme and U. S. Tobacco; General Foods, Standard 
Brands and a host of others. It will be noticed that all 
these companies are dealers in consumers’ goods and it seems 
that the general rule might be laid down that companies in 
this class are likely to be beneficiaries of the new tax plan. 
Beneficiaries also are those companies currently distributing 
more than they earn—American Telephone & Telegraph 
and the Borden Co., for example. 

For companies in the field of producers’ goods, the new 
taxes are going to be a source of many headaches. Consid- 
eration must be given to the fundamental point that busi- 
ness in this field is subject to wide fluctuations. Shall a com- 
pany seek to guard against a storm that it knows is coming 
sooner or later by building up a cash surplus, and paying 
very heavy taxes for the privilege of doing so, or shall it 
take a chance that it can borrow when the need arises? Or, 
should it try and avoid both difficulties by paying out 
almost all its earnings in dividends and then attempt to 
get the money back into the treasury by offering rights 

and selling more stock to 
stockholders? Although 





effects upon the individual 
investor. The first point 
to be made is that the 
proposed plan is likely to 

easier upon the little 
stockholder than upon the 
big. True, the little stock- 
holder will pay 4 per cent 
on his dividends, but these 
may well be considerably 
larger than they otherwise 
would have been by vir- 
tue of the eliminated 15 
per cent corporate income 
tax and because of the 
likelihood that the heavy 
imposition on_ retained 
earnings will undoubtedly 
act to make companies 
distribute a larger part of 
their profits. On the other 
hand, the big stockholder 
will pay the 4 per cent 
normal tax on his divi- 
dends and if his dividends 


become considerably larger 
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lows in stock prices. 


As Manufacturers View the Corporate 
Earnings Tax 


By Noe SARGENT 


Secretary and Economist, National Association of 
Manufacturers 


The proposal to tax undistributed corporate in- 
come is an additional effort to establish government | 
regulation of industry, since it is based on the arbi- | 
trary assumption that there exists a standard per | 
centage of corporate earnings which should be kept as 
reserves, beyond which there should be a special tax 
burden; if the government can adopt one standard at 
one time it can change this standard at any other time. 

If such a proposal results, as its sponsors hope, in 
increased distribution of corporate dividends, the re- 
sult will be to artificially increase stock prices in eras 
of prosperity. Depleted reserves would result in 
lessened dividend distribution in times of depression 
with sharper decreases in stock prices during depres- | 
sion than have occurred since 1929—in other words, | for 
the result would be greater variation of both highs and | 


the latter is a possible 
course, it would certainly 
lead ultimately to a gross 
over-capitalization. Then, 
supposedly the company 
could de-split its stock and 
come back to its original 
capital structure. 

It is presumed, also, 
that expansion would be 
financed in the same way 
—by offering rights to 
common stockholders. But 
what about the company 
whose common stock is 
selling for very little; it 
would have to issue bonds 
or borrow from the banks. 
And in this case it would 
be soaked heavily when 
the time came to retire 
the debt. Then, too, there 
is an added complication 
those organizations 
that are obliged by law to 
(Please turn to page 58) 
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reaction? 


Ave today’s markets subject to different influences from those 
which preceded it? 


Have margin requirements, S. E.C. regulations, income tax 
and investment demand, altered the potentialities for severe 


In Recovery, Boom and Panic 


By Morton THORNDYKE 


NALYSTS of long experience ponder the virtually 

unprecedented rise that the stock market has had over 

the past year—without any substantial increase in 

speculative borrowing—and come to conclusions as far apart 
as the poles. 

“Tt is a new kind of market,” say some. “Because of high 
margins and the SEC curbs on manipulation and insider 
operations the old-fashioned intermediate reaction as a purely 
technical phenomenon has been legislated out of existence.” 

“There are some differences,” say others, “but also many 
similarities. Human nature does not change and, despite 
restrictions, speculation tends increasingly to become over- 
confident in a bull market. The chances are this market is 
building up for a bigger and better let-down.” 

A third group, very considerable both in numbers and 
demonstrated keenness of perception, say: “Of course this 
market differs from the old bull markets. The most im- 
portant difference is that it is the most artificial market 
we ever had! Why? Because the whole thing—and busi- 
ness recovery too—rests entirely on the Government’s infla- 
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tion of bank deposits. The Government holds the strings in 
infinitely greater degree than any private manipulators ever 
did in the past.” 

Well, let us check these varying opinions and see for our- 
selves. 

First, be it noted that there is no difference of opinion as 
to the basic trend, whether its foundation is so-called natural 
economic recovery, the New Deal’s policy of budgetary in- 
flation or the combination of the two. There is not only 
agreement that the underlying movement of equity values is 
upward but that it will continue upward for an indefinite 
time—probably for a year or two, possibly for three or four 
years. 

If that is so, would it not be foolish for either the investor 
or the far-sighted speculator to waste mental energy—and 
incidentally risk losing a profitable position—by attempting 
to guess the imminence of the next reaction and the scope 
thereof? 

Compared to the long swings of the market, either now 
or throughout the past, reactions in bull movements and 
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rallies in bear markets are but ripples in the tide. As 
measured by the weekly index of THE MAGAZINE OF WALL 
STREET, the composite advance from mid-March, 1935, to 
arly April of this year was 120 per cent. During this en- 
tire period there was a reaction of 7 per cent, during the 
week ended June 1, 1935; another of 4 per cent during the 
week ended August 24; one of 5.5 per cent during the fort- 
night ended September 21; and another of 4 per cent in the 
week ended December 14. Each was precipitated by ex- 
ternal news developments. 

Bearing in mind that no one could hope to guess the pre- 
cise tops and bottoms of these minor downturns, why gam- 
ble on ripples that represent small change, compared to the 
net advance of 120 per cent over the year? 

In older bull markets there is no record of so great a per- 
centage gain in a similar period of time, but it must be re- 
membered that the advance began on a very low price base, 
thus exaggerating the percentage comparison. In the same 
manner of calculation one can truthfully say that con- 
struction is 100 per cent ahead of a year ago, but a year 
ago it was no more than 13 per cent of normal! 

There have been longer advances on a much higher price 
base. For example, the market went up for a little more 
than two years, or from May 15, 1926, to June 2, 1928, for 
a net gain of 70 per cent, with only three reactions of more 
than minor technical proportions over the entire period and 
those amounted, respectively, to only 9 per cent, 8 per cent, 
and 7 per cent, in this publication’s index. That phase was 
terminated by a 15 per cent shake-out. 

Thus, one approaches a job of hair-splitting in comparing 
the maximum reaction of 7 per cent witnessed since March 
23, 1935, with the maximum reaction of 9 per’ cent ex- 
perienced between May 15, 1926, and June 2, 1928. 

Moreover, reliance on generalization in determining in- 
vestment or speculative policy is an exceedingly dangerous 
thing. No two depressions are precisely alike. No two re- 
coveries are precisely alike. No two bull markets are pre- 
cisely alike. Usu- 
ally, however, re- 
actions induced 
by purely inter- 
nal or technical 
factors tend to 
become. more 
severe in the late 
stages of a boom, 
when speculation 
is getting more 
and more out of 
hand, than in a 
middle phase of 
recovery such as 
the present. 

The first phase 
of the present 
bull market, in 
1933 and 1934, 
was abnormal in 
the number and 
severity of its re- 
actions because 
the conditions 
confronting — in- 
vestment and 
speculation were abnormal and confusing. All eyes were 
glued on the monetary and economic experimentation cen- 
tering in Washington and the resultant flood of regulatory 
legislation. Following the first upswing, the Dow-Jones 
industrial “average” declined approximately 23 per cent 
in July, 1933, and the rail average about 26 per cent. Be- 
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tween August 21 and October 22 of that year the rail aver- 
age dropped some 40 per cent, or far more than the com- 
monly accepted proportions of an intermediate reaction, 
which is usually considered as amounting to between 15 
and 20 per cent. Between September 17 and October 22, 
1933, the industrial average had a second drop of 21 per 
cent. 

In 1934 the market was confronted not only with disap- 
pointingly slow progress in economic recovery but had to 
accustom itself gradually to the new machinery of S E C 
control, then an experimental and therefore unknown fac- 
tor. The result was an erratic market trend in all major 
groups. Indeed, as measured by our composite index, the 
market ended 1934 almost precisely where it began it, and 
at the low point of March, 1935, was actually no higher than 
the level attained in September, 1932, in the first spasmodic 
rebound from the absurd bear market lows at which not a 
few stocks were selling for less than the cash behind them. 

In one sense, therefore, the present bull market really 
started in March, 1935, and has run but little more than a 
year. 

Again, speculating on the “averages” is risky business at 
best, for there is nothing whatever in the results of S E C 
restrictions or high margins to force any stock or group of 
stocks to move with a selected average, whether that average 
be composed of a limited number of market leaders, as is 
the Dow-Jones industrial average, or a broad list of stocks, 
ag is the index of this publication. 

Thus, while it appears a tenable assumption that high 
margins—55 per cent against a former average no more than 
25 per cent and often considerably lower—and S E C curbs 
on manipulation will tend to curtail the scope of purely 
technical reactions, as compared with those in former bull 
markets, there is nothing whatever in the present set-up to 
preclude reactions of intermediate or even greater propor- 
tions in either individual stocks or groups—and, after all, 
one buys or sells individual stocks and not the “average.” A 
surprisingly large 
number of stocks 
have not partici- 
pated in the 120 
per cent average 
advance shown 
by our index in 
the past year, 
having “topped” 
out in July, 1933; 
and during the 
past year both 
the rail and util- 
ity groups have 
experienced nor- 
mal intermediate 
reactions. 

So far as con- 
cerns the purely 
internal status of 
the market, there 
can be no doubt 
that the 55 per 
cent margin re- 
quirement, the 
drastic limitations 
on pyramiding 
and the curbing of manipulative practices tend strongly to 
maintan a healthier position than prevailed in former bull 
markets. The minimum margins required by the Stock Ex- 
change are less drastic than the Federal requirement, which 
means that the broker is not required to ask additional 
margin if the speculator’s equity drops under the 55 per 
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cent figure. On General Motors around current levels, for 
example, the margin under the Federal Reserve Board rules 
would be approximately 31 points. Brokers would hardly 
demand more margin unless the issue dropped from the 
present price of 70 to somewhere under 50. Hence, there 
is a much broader cushion of safety than formerly existed, 
with the result that speculators have little to fear in reac- 
tions of 10 to 20 points which formerly would have auto- 
matically produced considerable forced selling. The re- 
strictions, or course, work both ways. If a stock advances 
10 points the trader holding 1,000 shares has a paper pro- 
fit of $10,000 but since the 55 per cent margin must be 
maintained he has only $4,500 with which additional com- 
mitments may be made. 

It need hardly be said that nothing in this speculative 
“New Deal” precludes sharp reaction precipitated by out- 
side news developments. Indeed, some market students 
believe that the very restrictions which safeguard the market 
from internal upsets must necessarily tend to make it more 
vulnerable to external upsets, for a market of restricted 
speculative activity is per se a thin market and hence re- 
sponds sensitively to relatively moderate changes in the 
volume or selling or buying. 

Those who hold this view wonder what would happen if 
the market were called upon overnight to absorb some shock- 
ing catastrophe. The essense of shock is total surprise, and 
it is not possible to forecast the totally unexpected. Never- 
theless, the only great shock that we can imagine would be 
a European war. Since the aftermath of 1914, with its 
boom in business and stocks, is still remembered by specu- 
lative minds, it is to be doubted the shock would be as 
severe as it was at the outbreak of the World War. What- 
ever its severity, trading on our exchanges—if necessary— 
could be instantly suspended until hysteria passed. 

In this connection, moreover, it is worth pointing out 
as one of the interesting characteristics of the present market 
that for the past year it has shown itself extraordinarily 
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immune to outside disturbances, regardless of the “thinness” 
of the list. 

For the absence of “organized support’—which, inci 
dently, never changed a trend—and the absence of active 
short selling and a huge volume of speculation generally, 
for all these things there are compensations. If the list 
“thin” on the buying side in periods of outside disturbance 
it is also “thin” on the selling side. Economic and monetary 
considerations, as reflected in investment buying or selling, 
determine the longer swings of the market. Speculative 
considerations usually determine the short swings. The more 
sober the speculation—in point of volume and adequacy of 
margins—the less violent should be the short reversals of the 
main trend. 

In the opposition focused against S E C legislation in 
1934 no argument was more insistent than the warning 
against what would happen in a “thin” market. On the 
evidence of the past year, the technical benefits of active 
speculation in the old days appear to have been greatly 
overrated. 

One definitely new thing in this market is the manner in 
which stocks move up or down after earnings reports are 
issued. In former markets the buying of insiders would 
lift a stock well in advance of the date of issuance of a 
favorable earnings statement and speculative profit-taking 
on publication of such news would often result in a tem 
porary reaction in the issue. The SEC restrictions on 
market operations of corporate officials and large share’ 
holders, together with attendant publicity, are chiefly 
responsible for this change in market habit. 

Again, our Government’s policy of taxing capital gains 
as income tends today to support high stock prices even 
more than was the case in the last boom, the reason being 
simply that income taxes in the higher brackets are far 
stiffer than they were in the 1924-1929 bull movement. 

A wealthy man—but less wealthy than scores of other 

(Please turn to page 59) 
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q The conquering forces of hostile nature, loosed by our own care- 
lessness, are already so far advanced, that unless they are stopped 


in their tracks within twenty years, the United States has not more 


than a hundred ‘years of existence as a first-rate power. 


The Menace of Erosion 


By THropore M. KNApPPEN 


HE rain fell on the roof of a new barn in Stewart 
county, Georgia, fifty years ago. The water ran into 
the “valley” where gables met, collected into a stream 

and fell, gutterless, to the ground. Soon a pit was excavated 
in the friable loam, and then a little channel began to wear 
into the soil taking away the runoff from the pit—When 
this “little water” started a schoolhouse stood nearby. If 
it were to be restored today it would stand on’ stilts 200 
feet high. 

From this gully and other gullies in the same county 
and four nearby counties in Alabama, 470,000 acres of 
topsoil and subsoil have been swept away. That’s erosion. 

These 470,000 acres can never be tilled again—practically 
so, because even with erosion chained it will, some scientists 


tillable land is in a process of slow devastation by wind 
or water. 

In May, 1934, the country at large learned for the first 
time of another sort of erosion. Soil of Kansas, Oklahoma 
and other parts of the West was suspended in the air, 
10,000 feet up, east to the seaboard and out over the Atlan- 
tic Ocean—150,000,000 tons of it. The sun was dimmed. 
Never before had the like been known in North America. 
Wind-erosion-dust storms did that. 

The winds and the waters have undertaken the devasta- 
tion of great sections of the United States. The conquer- 
ing forces of hostile nature, loosed by our own carelessness, 
are already so far advanced that it has been said that unless 
they are stopped in their tracks within twenty years the 





say, take Nature 
2,800 years to build 
up another seven 
inches of topsoil. 
With all her thrift, 
she can accumulate, 
on the average, only 
an inch of rich soil 
in 400 years. 

Fifty million such 
acres scalped and 
gouged of all their 
productive soil by 
water erosion scar 
the vista of the Na- 
tion. Virtually all 
this destruction has 
been accomplished 
in 150 years, most 
of it in the last 30, 
—although skin-and- 
moveon was the 
plantation rule 200 
years ago. There 
are, besides, about 
50,000,000 acres on 
the verge of hopeless 


ruin. . . . Another 
100,000,000 acres 
are far advanced 


toward destruction. 
Virtually all the rest 
of the country’s 
600,000,000 acres of 
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Beating Back Devastation 


By H. H. BENNETT 
Director of U. S. Soil Conservation Service 


Floods in the East 
and dust storms in the 
West signal a grim 
warning to America. 
Nature writes in hav- 
oc and death a pro- 
test against the viola- 
tion of her immutable 
laws. 

Civilization has dis- 
rupted natural bal- 
ances—stripped away the man- 
tle of vegetation which pro- 
tected the soil from the wash 
of rain and anchored it against 
the sweep of prairie winds. 

Soil erosion caused by man 
has ruined 50 million acres of 
once-productive farm land for 
further profitable use. Another 
50 million acres is on the 
threshold of ruination. 100 
million acres have been impov- 
erished by the loss of produc- 
tive topsoil. And now, still an- 





other 100 million 
acres—some of it the 
best farm land —are 
threatened. 

Neither this nor 
any other nation can 
withstand such an on- 
slaught. Abandoned 
acres mean abandoned 
homes, forced migra- 
tions, delinquent taxes. 
Depleted fields mean bankrupt 
farming on bankrupt land. The 
problem cries for quick and 
effective solution if the nation 
is to prosper. 

In the hands of the man 
who tills the soil lies the final 
responsibility for its husband- 
ing. Farmers must learn how 
to produce crops from the soil 
and conserve the soil at the 
same time. Their economic life 
is at stake—and so is that of 
the Nation. 








United States has 
not more than a 
hundred years of ex- 
istence as a first-rate 
power... . The in- 
credible poverty of 
China will be ours. 
. . . Eroded Italy 
ravishes —_ Ethiopia. 
Time may come, as 
sterility spreads, 
when gaunt Ameri- 
cans will surge over 
the borders of their 
dead and dying land 
like ravening wolves 
to seize virgin land 
to the south, or 
slowly perish. . . . 
It requires no regi- 
menting Henry 
Wallace to take 50,- 
000,000 acres out of 
cultivation in order 
to balance the mar- 
ket for agricultural 
products. . . . Ero- 
sion will do the job 
more thoroughly and 
far more perma- 
nently than he can 
do it. In another 20 
years of declining 
fertility we shall not 
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be able to feed 
ourselves. Al- 
ready we spend 
$150,000,000 a 
year on commer- 
cial fertilizers to 
compensate in 
part for the 
$2 000,000,000 
worth of fertility 
that erosion annu- 
ally tears out of 
what were the 
richest soils in 
the world, even 
as late as thirty 
years ago. 

Are you skep- 
tical? Well, the 
hard- headed 
American Bank- 
ers Association is 
not. It doesn’t 
own any land, 
but it knows that 
without produc- 
tive land there will be mighty 
little business for America’s 
15,000 banks. It has put its 
Agricultural Commission on 
the job. That commission 
quotes without question from 
the Soil Conservation Service 
the terrifying figures of the 
ruination that is already upon 
us in the interests of “protect- 
ing investment values in land. 

“This is a problem not only 
for the farmer, but for every 
patriotic and far-seeing citizen of this richly endowed land.” 
. . . That's what the bankers say. Amen, say merchants, 
railroads, power companies, insurance companies, etc. 

History testifies to the justness of their concern. Impover- 
ished Italy is a hysterical witness. Spain is in large part 
hopelessly destroyed by erosion. The littoral of the Medi- 
terranean abounds with the ruins of cities and nations which 
succumbed to erosion. It has been said figuratively that the 
Roman conquerors of Mauretania and the rest of once 
fertile North Africa took the luxury of their hot baths at 
the expense of the life of the land. They cut down the 
forests for fuel—what agriculture had left; their goats pulled 
the grass and bushes out by the roots, the soil ran away 
and blew away—and a dying land succeeded. After the 
Romans came the destroying Arabs, their camels cleaned 
up after the goats, and the best vineyards of the Roman 
Empire were annexed by the Sahara. The climate did not 
change, but its heat and its winds were given unchecked 
opportunity to work destruction. Antioch, that gorgeous 
city of vicious luxury, once the queen city of Syria, lies deep 
in a desert beneath the debris of erosion. Erosion takes 
wealth and gives rubbish; stripping the land bare in one 
piace, it covers fertile field elsewhere with sterile silt, boul- 
ders and gravel. The bleak dead hills and mountains of 
Greece are the mournful tombstones of lost fertility. China 
is slowly dying of erosion, both water and wind. 

“There are parts of Asia Minor, of Northern Africa, 
Greece and even of Alpine Europe where the operation of 
causes set in action by man has brought the face of the earth 
to desolation almost as complete as that of the moon,” says 


G. P. Marsh; “The Earth as Modified by Human Actions.” 
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(Top) Gully in Georgia relentlessly devours fertile fields. 
(Bottom) Protective strip cropping—corn and alfalfa— 
in Ohio 


In every coun 
try but particu 
larly in the coun- 
tries of fierce tor. 
ridity and ex 
treme aridity and 
the hilly regions, 
erosion is an end 
less threat. Crops 
cannot be raised 
in the forest or in 
soils unstripped 
of their natural 
cover of grass; the 
forests have to be 
felled, the natural 
sod has to be 
broken up. Man 
cannot, literally, 
live by meat 
alone, tillage 
there must be. 
Agriculture is an 
endless compro 
mise. The land 
must be held by 
terraces, alternated between 
grass and forest and tillage; 
every eroding rill must be 
suppressed before it becomes 
one of those ghastly gullies 
of spreading ruin sometimes 
200 feet deep—a hundred 
miles long. Over a large 
part of America there never 
has been any compromise. 
Man has capitulated in ad- 
vance. He has asked only five 
to twenty hillside crops and 
then surrendered to outraged nature. 

All through the Piedmont (Southeast) and other high 
lands vast terrestrial ulcers have eaten for miles into the 
soil-integument of the earth, into the tissues of the subsoil, 
and down to the very bones of the world. One views in 
many places a stupendous necrosis, the progressive death of 
the living world. Scarcely a rolling field in all the nation 
that does not show the yellow and gray spots of soil anemia. 
There may be no gullies, the fields may be trim and neat 
but sheet erosion is endlessly at work. Everywhere the 
plow digs the grave of fertility; even in unbroken lands 
where no furrow has ever been turned, sheep and cattle 
have trampled, pawed and rooted through Earth’s skin. 
Always the attrition goes on, but in some years come the 
great floods and high winds, and then the whole life-giving 
cover of the land may be torn away. The March floods 
this year ejected 300,000,000 tons of soil and subsoil. Some 
of it lodged on other land, some settled in river channels, a 
third of it went to the sea. In impoverished Italy and 
dying China men carry the soil back on their shoulders. 

For 30 years H. H. Bennett, field marshal of soil conser- 
vation, has been preaching the erosion doomsday, as a 
member of the Department of Agriculture. Six years ago 
he was authorized to begin the work of salvation. Three 
years ago he was “lifted” by the Department of Interior 
for its newly created and lefthandedly named Soil Erosion 
Service. He came back to the Department of Agriculture 
last year as the head of its new Soil Conservation Service, 
bringing his soil erosion service with him. Last year he 
spent $27,500,000 and flung 140,000 men against the forces 

(Please turn to page 60) 
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Dollars from Bath Tubs and 
Motor Cars 


Briggs Supplements Position as Leading Auto Body 
Builder with Growing Stake in Building Industry 


By Georce Har 


glibly of the automobile 

manufacturers; yet, they 
were more aptly termed auto- 
mobile assemblers. Even the 
largest of them buy a surpris- 
ing amount of car in a more- 
orless finished state from out- 
side organizations. Bodies, 
tires, wheels, electrical equip- 
ment, carburetors, bumpers, 
frames, even the motor are 
bought by one or other of the 
companies described as an au- 
tomobile manufacturer. More- 
over, the automobile industry 
being what it is, there are 
among those that cater to it, 
companies as important in 
their own right as any but the 
very largest of the automobile 
companies proper. 

Such a one is the Briggs 
Manufacturing Co., whose 
payroll lists some thirty thou- 
sand names. The company’s 
birth was unusual if for no 
other reason than that it was 
not the result of a merger; it 
started business by issuing five 
hundred shares of stock for 
$50,000 in cash. Also unusual to those accustomed to the 
broadness of present corporate charters was that Briggs’ 
business was narrowly limited to the manufacture and sale 
ef automobile body trimmings and equipment and the origi- 
nal charter had to be amended to permit the company to 
make and sell complete automobile bodies and other wood 
and metal work. The company’s scope has again broad- 
ened materially, and quite recently, with its entrance into 
the field of metal furniture and a big line of plumbing and 
bathroom fixtures. But more of this later, for the major 
business of the company is still automobile bodies. And 
quite a business it is, too, for capacity operations for Briggs 
in this country would mean the production of well over a 
million automobile bodies annually, or roughly, enough to 
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‘supply one out of every three cars coming off the lines. 
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Experience in shaping automobile bodies is turned to 
advantage in plumbing ware 


Briggs’ two principal cus 
tomers are Ford and Chrysler 
and, as is rather obvious, the 
main seat of operations is in 
Detroit where the company 
has six plants. It also oper- 
ates a plant in Cleveland and 
has a new one at Evansville in 
Indiana, busily turning out 
Plymouth bodies. Abroad, the 
plant at Dagenham in England 
has just been expanded and 
capacity lifted some 50 per 
cent. The British Briggs will 
serve Ford, Ltd., and other 
British and continental auto- 
mobile companies. Great 
things are expected of this for- 
eign subsidiary, despite the 
fact that certain unforeseen 
production difficulties were 
the cause of the American 
company’s recent voluntary 
offer to pay full interest on 
the English debentures and 7 
per cent on the common stock. 
Because of the large measure 
of general business recovery 
experienced by England, there 
would seem to be no reason 
why the bright expectations 
should not ultimately be substantiated. 

While automobile passenger car bodies are Briggs’ main 
line, the company also supplies the automobile trade with 
gasoline tanks, various parts for truck bodies, all kinds of 
sheet metal stampings and the like. When the average man 
looks at a modern automobile, he will not realize perhaps 
that he is looking at something that has wrought a perfect 
revolution in the sheet metal trade over the past few years. 
It was in 1933, possibly a year earlier, that designing de- 
partments first hit upon the idea of flanged fenders in order 
to improve appearance. Every year since flanges have be- 
come deeper and then came the all-steel top, calling for 
normous dies and presses of unprecedented size. 

Now, there is nothing easy about an operation that takes 
a piece of flat sheet steel and contorts it, without cracking 
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or wrinkling, into a modern 
automobile fender or all-steel 
top. If you think there is, take 
a piece of light tin and shape 
it to an iron ball, such as is 
commonly used as a furnace 
weight. Or even try and 
shape without pleating a piece 
of tin-foil to the contours of 
a golf-ball. No, the new fend- 
ers and tops are anything but 
easy. It is an operation in- 
volving presses of several hun- 
dred tons, dies weighing per- 
haps seventy or eighty tons 
and much grief in adjustment 
on the trial and error system 
by the most skilled in the field. 
Briggs stands among the best 
of the new contortionists of 
steel. 

The experience gained by 
Briggs in shaping metal over 
a period of nearly thirty years 
has been the cause of the com- 
pany branching out into what 
appears at first sight to be 
an entirely unrelated line— 
plumbing, bathroom ware and 
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1936 


Chronology of Briggs 


Formed with assets of $50,000—all cash. 
Dividends initiated. 


Acquires Sterling Auto Top Co. and 
Detroit Curled Hair Works. 


Stock dividend 265 per cent. 

Stock split five-for-one. 

Acquires Michigan Stamping Co. 
Stock dividend 200 per cent. 

Buys additional plants. 

Stock establishes high of $65 a share. 


Organizes wholly-owned British sub- 


Stock establishes low of $2 5/8 a share. 
Introduces plumbing ware. 


Earns $4.77 a share. 
$42,000,000. Plant $9,600,000. Cash and 
governments $8,000,000. 

Stock sells within 1/8 of its old $65 high. 
—Current price $51. 


Historically, Briggs Manu- 
facturing is revealed as a com- 
pany of erratic earning power, 
Over the past dozen years net 
income has varied all the way 
from a profit of more than 
$11,000,000 in 1924 to a loss 
of nearly $2,000,000 in 1932, 
The depression, however, was 
not the sole factor responsible 
for the decline in earning 
power, for long before its ad- 
vent net income was runnin 
well below the $11,000,000. 
mark. For example, in 1927, 
the year of the Ford shut 
down prior to the introduc 


tion of the Model “A,” 
Briggs earned little more than 
$1,000,000. 


In the years following the 
worst of the depression, the 
company’s recovery in earn 
ing power has closely followed 
the trend of automobile pro 
duction. For 1933, net in 
come of $1,600,000 was shown, 
for 1934, $5,100,000, while for 
last year the net profit of 
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kitchen equipment. 

The similarity between 
“Brigsteel Beautyware” and an automobile body is that they 
both originally start as flat sheets and are deep drawn to 
the required shape. Briggs shapes a kitchen sink, for ex- 
ample, in the same way that an automobile fender or other 
automobile body parts are shaped. Then a heavy layer of 
vitreous enamel is applied and fused to the metal to produce 
a porcelain-like finish. Incidentally, the plumbing ware is 
a complete line and includes in addition to sinks, bath-tubs, 
basins and kitchen cabinets, all in various designs and col- 
ors. It is formed, however, from rather special sheets 
turned out by American Rolling Mill under the world- 
famous trade-mark “Armco.” 

The great advantage possessed by the new Briggs’ plumb- 
ing line over old types is to be found in its relative lightness. 
A Briggs’ bathtub, for example, weighs only slightly more 
than 100 pounds, whereas a similar tub in cast iron might 
weigh 400 pounds or more. This saving in weight is im- 
portant from a number of standpoints. There is first of all 
a saving in freight and handling charges. Then floors do 
not have to be re-enforced, a particularly important point 
if the matter is one of re-modeling old dwellings. 

There has hardly as yet been time for the new line to 
demonstrate its profit possibilities. The company, however, 
is pushing it hard and advertising extensively. Priced to 
compete with old-type fixtures, it would seem that Briggs 
had developed into a serious threat to the activities of such 
a company as American Radiaor & Standard Sanitary and 
to a lesser extent Crane. More will be known about this 
as the Briggs line becomes better established and the dis- 
tribution system has been perfected. But progress is being 
made as may be realized from the fact that Briggs is to sup: 
ply all the plumbing equipment for the housing project on 
the James Couzens tract near Michigan’s Orchard Lake 
district. This ultimately involves the construction of some 
600 homes; bathtubs are installed already in about 25 per 
cent of this number. In addition to plumbing, Briggs has 
a line of the highly modern and popular tubular furni- 
ture and this in a sense gives the company another stake in 
construction. 
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$9,300,000 began to approach 
the record of the early twenties. 
On a per share basis the earnings of the past three years 
were $0.82, $2.64 and $4.77, respectively. 

Ownership of the Briggs Manufacturing Co. rests solely 
with the common stock, of which there are 1,979,000 no 
par shares outstanding. Of these, the company itself holds 
some 37,000 shares. There are neither bonds nor preferred 
stock of the parent company outstanding. The Briggs fam 
ily which founded the enterprise and under whose man: 
agement it continues is believed to be still heavily interested 
in the company. W. O. Briggs, a baseball enthusiast and 
cwner of the American League’s Detroit Tigers, is president 
and chairman of the board. 

Financially, Briggs is in an adequate position. The bal- 
ance sheet of December 31, 1935, showed total current 
assets of nearly $30,000,000, of which almost $8,000,000 
was in the form of cash or United States Treasury bills. As 
of the same date, current liabilities amounted to $9,000,000. 

Last year Briggs distributed $3 a share on its common 
stock—$2 as a “regular” dividend and $1 in extras. Assum- 
ing that at least $3 will be paid again this year, the stock 
affords a yield of 6 per cent at the present price of $50 a 
share. This is a very fair return at this time when exceed: 
ingly low yields are the rule rather than the exception. 

The stock, of course, is speculative in character both be 
cause of past fluctuating earnings and because of the uncer’ 
tainties which naturally attach to any business dependent 
upon the automobile and contracts with the automobile 
companies. Competition to supply the motor makers is keen 
and the fact that a favorable contract is currently held is 
no assurance that it will be held forever. On the other 
hand, the introduction of the plumbing ware and bathroom 
fixtures betters the probabilities of more stable earnings and 
makes the company less dependent upon one industry. 

Although in time it is possible that the stock of the Briggs 
Manufacturing Co. will attain more of an investment stand 
ing that it has currently, the action of recent days has shown 
conclusively that this happy state is not yet achieved. The 
market generally has been off, of course, but Briggs has been 
particularly weak, having lost fifteen points in short order. 
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And this, despite the fact that so far this year the automobile 
industry has made a remarkably good showing. At one time 
it was thought that the early introduction of 1936-models 
ist fall and the resulting unseasonal stimulation to sales 
night rob the first quarter of its normal activity. Yet, while 
there undoubtedly is something to this argument, it is now 
wident that, had the new models not been introduced early, 
the spring demand would simply have swamped the factories. 
As it is the industry has enjoyed an excellent first quarter 
and a number of companies currently are experiencing rec- 
ord-breaking sales. 

There are equally favorable fundamentals behind the out- 
lok for the new plumbing line. Building construction 
which had been slipping steadily downward for ten years, 
tuned sharply upward in 1935. Residential construction 
lst year was 170 per cent better than 1934. The improving 
trend has continued into 1936. The Department of Labor 
reports that while building construction in February was 
dightly below January, the month was nevertheless 87 per 
cent better than February, 1935. Residential construction 
alone was not far from 200 per cent better than in January 
last year. 

It must be remembered that these impressive percentage 
gains are from a very low level; in other words, if there is 
to be a building boom, it is hardly as yet underway. Con- 
ceding the enormous potential demand for housing which 
has resulted from years of under-building, and seeing with 
one’s own eyes this potential demand gradually being trans- 
lated into an actual demand under the stimulation of gen- 
eral improvement in business and the lending activities of 
the various agencies of the Federal Government, it is hard 
to see how Briggs 
could have started its 
plumbing line in a 
better setting. 

In the face of 
what should be such 
a strong, favorable 
fundamental _influ- 
ence, diligent inquiry 
fails to reveal a thor- 
oughly convincing 
reason for the recent 
market weakness of 
Briggs. There are 
rumors of this and 
that affecting the 
company temporar- 
ily and there exists, 
it must be admitted, 
some supporting evi- 
dence. Ford has evi- 
dently lost his lead- 
ing position at the 
head of the automo- 
bile industry and it 
looks as if Chevrolet 
this year were going 
to be the most 
popular car. This, 
coupled with in- 
creased wages and 
larger charge-offs, is 
hing translated into first quarter earnings of less than $1 a 
share. If there should be any truth in such a contention, it 
would certainly make an unfavorable comparison with the 
$1.67 a share shown for the first three months of 1935. 

Pessimists support their viewpoint by pointing to the fact 
that the plumbing liné is something entirely new and that 
it has clearly been impossible to establish a profit margin as 
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Making enamelled sinks in Briggs’ new and modernly 
lighted plumbing ware plant 





yet. Also, that the company is undoubtedly being subject 
to important non-recurring expense in getting the new line 
started and that if such development costs are charged off 
as they occur, rather than pro-rated over a period, it is 
going to have an adverse effect upon reported earnings. 
Even if this should paint the picture darker than it is in 
actuality, it is contended that the stock market acts on 
reports more than on a deep study of such reports. 

On the other hand, these arguments cannot be taken too 
seriously. Whether or not automobile production during 
1936 will materially surpass the 1935 output of 4,182,000 
units is something that only time can tell; certain it is that 
this will be a good year. Equally certain is it that Chevrolet 
is not going to nose Ford completely out of the picture and 
that Briggs can look forward to doing a very substantial 
business with the Ford Motor Co. for some time yet. Like- 
wise, Briggs can look forward to Chrysler’s Plymouth giv- 
ing a satisfactory account of itself. 

Naturally, there can be less conviction as to the outcome 
for Briggs’ building line. It is conceivable that building 
activity could result in nothing more than a “profitless pros- 
perity” for the company in its new venture. 

This would be the case were it to permit itself to be 
drawn into a demoralized price situation which currently 
menaces some divisions of the building industry. It looks, 
however, as if Briggs were not going to fall into the errors of 
other companies. In this connection one might cite Good- 
year’s past practice of selling tires to the mail order houses at 
prices that enabled these retailers to sell cheaper than could 
the rubber company’s own dealers. Under such conditions 
one can hardly wonder that the big tire companies have not 
done well from an 
earnings’ standpoint. 
Briggs’ plumbing fix- 
tures are distributed 
only through estab- 
lished channels of 
wholesaler and li- 
censed master plumb- 
er. The company 
does not seek sales 
outlets through the 
chain stores or the 
mail order houses. 

Moreover, it is a 
favorable augury for 
the future position 
of Briggs in the 
plumbing ware field 
to find that the fac- 
tory at the present 
time is not produc- 
ing for stock but is 
operating at a high 
rate against actual 
consumers’ orders. 
This may not mean 
immediate profits 
from this division 
but it suggests that 
they are not too 
remote. 

Weighing these 
various favorable and unfavorable factors, it is believed 
that the constructive forces are more enduring and 
impressive than those which appear adverse. In other 
words, it is to be seriously doubted whether the company’s 
current market weakness is anything more than a tem- 
porary development to be forgotten in the favorable show- 
ing which should make its appearance in the last half. 
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Why the Paint Industry 


Is Booming 


Many New Developments Bring Changes in 
the Trade — Motor Industry and House Con- 
struction and Renovation Broaden Demand 


By Samugt C. MarspENn 


HILE there is much to be said for the decorative 
qualities of paint, its true function is protective. 
Neither Sherwin-Williams paints nor any other 

paints “cover the earth,” but they do cover a goodly por- 
tion of everything that man makes—and they cover it pri- 
marily to preserve it. Without paint, super-bridges, super- 
ships, or any other large steel structure would be virtually 
impossible, for they would have to be built of stainless steel 
or other non-corrosive material at prohibitive cost. With- 
out paint, the average man own- 
ing a frame house would have all 
he could do to keep it in repair; 
automobiles would have to be rust- 
proofed throughout or made of 
materials other than steel; railroad 
freight rates would have to be at 
least double what they are to keep 
up with the increased wear and 
tear, or to finance the more costly 
materials that would have to be 
substituted in order to obtain any 
reasonable length of life at all. 
This country has a normal paint 
bill in the neighborhood of $500,- 
000,000 a year, but at that it’s a 
great deal smaller than the repair 
bill that would be rendered if the 
elements were permitted to take 
their toll of unprotected surfaces. 
In this setting it is natural that 
a great industry, engaged in the 
manufacture of paints, varnishes 
and finishes, has evolved. More- 
over, it is a live industry which has 
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shown a willingness to advance with scientific development. 
True, the old standard materials such as white lead, litho 
pone and red lead among the pigments, and linseed ai 
among the vehicles still lead the field; but not without vig 
orous competition from some meritorious newcomer 
adapted to all kinds of special purposes. 

It was only 13 years ago that General Motors first came 
out with automobiles finished in the new Duco, thereby 
putting the whole varnish industry on the defensive. Today 
we find Henry Ford dolling up his 
V-8s with a new synthetic resin 
that rivals the nitro cellulose lac 
quers and opens up a brand new 
field of possibilities in paint and 
varnish manufacture. 

In addition, the quick drying 
four-hour enamel, has sprung into 
increasing popularity for home use 
New uses are being found for soy 
bean oil, tung oil from Chim 
wood, a host of new resins of the 
now familiar Bakelite variety, 
made by the company of that 
name, and several others. Lead 
and zinc pigments are rivaled by 
a titanium dioxide, whose non’ 
poisonous chemical resistance and 
great hiding power commend it 
use. Although this pigment + 
scarcely more than twenty year 
old, we find National Lead Co, 
of Dutch Boy fame, has just com’ 
pleted a new five million dolla 
plant for its manufacture through 
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its subsidiary, Titanium Pigments, while du Pont, Glidden 
and others climb on the titanium bandwagon. 

In all of this advance and change which is in progress, 
the consumer is the gainer in both durability and added 
beauty of product as well as more time saved in application 
and drying; although the manufacturers are not without 
their advantages in broadened markets. , 

It was these considerations of time and appearance which 
led to the introduction of the highly popular lacquers of 
the Duco type. This was the first great departure in the 
fundamentals of the paint industry—the employment of 
cellulose lacquer for the vehicle of a pigment. By means 
of it one-half dozen coats can be sprayed on an automobile 
in relatively few hours, giving a better paint job than that 
which previously took something in the neighborhood of 
three weeks. Imagine Chevrolet or Ford, which think noth- 
ing of turning out a hundred thousand cars a month, try- 
ing to maintain any such 
production if dust - proof 
painting and drying quarters 
had to be provided for al- 
most a month’s output. 

Du Pont, of course, is not 
the only manufacturer of 
pyroxylin lacquers. Sherwin- 
Williams, the largest manu- 
facturer of painters’ materi- 
als in the country, makes 
them and does a big business 
with the automobile indus- 
try, incidentally. However, 
Sherwin-Williams and other 
producers of these lacquers 
are obliged to pay a royalty 
tribute to du Pont. 

Although it is too early as 
yet to give a definite answer 
in the affirmative, there is 
enough evidence to make it 
a valid question as to wheth- 
er or not Duco and its other 
trade-named contemporaries 
have had their day and are 
now to give way before the 
onslaught of the new syn- 
thetic resins. As has been 
said, Ford has gone over to 
the latter and Ford has had 
a habit of blazing a path for 
others to follow. Old-time 
varnishes (the good ones) 
were based on the natural 
fossilized gums of the Far 
East, while the poor ones were frequently adulterated with 
rosin, the latter being a product of the distillation of pine 
stumps in the manufacture of turpentine. The new syn- 
thetic resins, however, of which there are various types 
distinguished by formidable chemical terms, are actually 
glossier and tougher than the best of the old natural resins. 
Varnishes made from these new synthetics and enamels 
made by adding pigment to them have already turned the 
established varnish and enamel trade inside out and they 
are now after the lacquers. 

Although admittedly sketchy and incomplete from one 
standpoint, a sufficiently detailed background has now been 
provided for the various manufacturers of paints to be seen 
in correct perspective, relative to the various painting needs 
that exist. For example, National Lead, the most impor- 
tant fabricator of lead in all its forms and whose most im- 
portant single division is painting materials, will obtain 
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little, if any, benefit from the necessity of painting a larger 
number of automobiles this year. Larger demand for lead- 
bearing metals, lead battery and other parts, yes, but little 
help from the increased demand for auto paint. And, it 
should be noted, the automobile is the most important indi- 
vidual consumer of paint. Yet, if du Pont should be the 
greatest beneficiary of the expected increase in automobile 
paint demands this year, National Lead will be a beneficiary 
of the upturn in residential construction and all the repair 
work in the same field that is now being carried out. 

Sherwin-Williams will benefit from the automobile de- 
mand, also the housing demand and, as a matter of fact, 
from almost any other demand for paint that may arise. 
The Pittsburgh Plate Glass Co. is similarly situated, for it 
has its pyroxylin lacquer in “Mimax,” its interior wall paint 
in “Wallhide” and, for a purpose which has not as yet 
been mentioned, the painting of freight cars, “Carhide.” 

The subject of freight cars 
serves to introduce the rail- 
roads as the second largest 
consumers of paints; they 
surpass construction even in 
more normal times and are 
exceeded only by the auto- 
mobile. By and large the 
railroads are not at all ex- 
clusive in their purchases of 
paint. Some use the old- 
fashioned white lead combi- 
nation for freight cars and 
exterior wooden surfaces, 
others take “Carhide,” or 
buy their needs from Sher- 
win-Williams. Duco itself 
and similar products under 
other names are popular for 
steel passenger cars. A dozen 
different varnishes find a 
thousand uses in cars and in 
stations. Red lead still holds 
its pre-eminent position as 
a protector of bridges and 
other steel work exposed to 
the weather. 

In addition to the manu- 
facturers of paint already 
mentioned, there are count- 
less others engaged in the 
business and an even larger 
number dependent to some 
extent upon the sale of paint. 
Of the manufacturers of ac- 
tual painting materials might 
be mentioned Grand Rapids Varnish and Pratt & Lam- 
bert. The latter’s best known brands perhaps are “61” 
varnish, “Effecto,” “Vitrolite,” “Vitroloid” and “Vitra- 
lex.” Then, there is Devoe & Raynolds, manufacturing 
a complete line of paints and varnishes and whose 
best known trade-marks are “Devoe,” “Bay State” and 
““Pee-Gee.” 

The Glidden Co. which has been mentioned already in 
connection with titanium, is another company with a com- 
plete line of paints, varnishes and enamels. This phase of 
the company’s business has been long established, for it 
springs from the Glidden Varnish Co. of Cleveland which 
was formed in 1870. In the past fifteen years or so the 
paint line has been widened considerably. In 1921 the 
manufacture of lithopone, a white pigment of zinc sul- 
phide and barium sulphate, was undertaken; in 1924 a 
maker of white lead was acquired; in 1929 a maker of 
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red lead and litharge; in 1934, 
American Zirconium, partly 
owned subsidiary, was formed 
to handle titanium; while in 
the same year a modern soy 


bean plant was erected in Chi- Company 


cago. An appraisal of the Archer-Daniels-Midland ..... 
company’s outlook on_ the ong Raynolds “A”...... 

H . . RC er ba doen se essere 
basis of paint, however, is eae aR 


complicated by the fact that 
it ts also very much of a food 
company. 

Among the companies large- 
ly dependent upon paint, 
there is Archer-Daniels-Mid- 
land. Although this company 
is also in the flour-milling | 





b Year ended Oct. 31. 


Paint Manufacturers and Those 
to Whom Paint Is Important 


Grand Rapids Varnish....... 
Kellogg (Spencer)........... 
National Lead.............. 
New Jersey Zinc............ 
Pratt & Lambert............ 
Pittsburgh Plate Glass...... 
Sherwin-Williams........... 


a On combined “A” and “B” stock for year ended Nov. 30- 
c Year ended Aug. 31. 


ity in general, and automobile 
and furniture manufacturing 
in particular, is definitely op 
the upward trend. Residential 
construction also is forging 


pet eee Hare | Recent ahead and this, too, will re 
1.98 1.27 $41 quire paint, although not, 
2.362 = 2.88285 even in normal times, as much 
3.63 5.02 142 ' cad & Bi: 

- a. as is required for re-painting 
0.71 0.96 15 It is the prospective re-paint- 
8.0lc 2.2% 31 ing demand that makes the 
nip sad = outlook so bright. Throughout 
rn oe re the depression, maintenance 
2.69 5.32 125 everywhere was skimped; not 
5.30 6.18 187 only did the home owner fail 


to paint his house, but rail. 
roads, public utilities, the 
farmers and about everyone 














business and has recently es- 
tablished a pharmaceutical di- 
vision, its principal activity is 
the pressing of flaxseed to produce linseed oil. 

Another prominent company, importantly dependent 
upon paint, is Spencer Kellogg. This company is believed 
to manufacture as much as 30 per cent of the entire United 
States production of linseed oil. It also manufactures soy 
bean oil and imports china wood oil, owning its own china 
wood plant in Hankow. Although this company is not as 
far into an unrelated food business as Glidden, neverthe- 
less, the food, soap, medicinal and chemical demand are 
factors of considerable moment to it. 

Soy bean, perilla, fish, china wood and other oils are all 
used in paints, but the greatest paint oil remains linseed. 
Despite the fact that consumption has moved sharply up- 
ward in the past few years, prices have remained relatively 
stable—a desirable feature from the standpoint of the paint 
manufacturer. China wood oil, the second most important 
of the paint oils, with all its praiseworthy physical charac- 
teristics, suffers from the grave disadvantage of violent fluc- 
tuations in price. 

New Jersey Zinc holds a position in relation toe zinc some- 
what similar to that held by National Lead in relation to 
lead and is, therefore, importantly interested in the trend 
of paint sales. In addition to all kinds of metallic zinc, New 
Jersey Zinc turns out zinc oxide and lithopone. These are 
both important paint pigments and, as has been said, have 
the great advantage of being non- 
poisonous. Undoubtedly it would 
be possible to connect another 
dozen important companies with 
paint—Aluminum Co. of Amer- 
ica, for example, through its pro- 
duction of aluminum powders 
which, when a suitable vehicle is 
added, make a paint most valuable 
in priming wooden surfaces and 
for reflecting heat from water 
towers, etc.—but it is believed that 
the largest of the organizations di- 
rectly connected with, and vitally 
interested in, paint have been cov- 
ered. 

Today, everything points to an 
increased demand for paint of al- 
most every kind. Manufacturing, 
of which automobiles and furni- 
ture are the two divisions requir- 
ing most paint, normally take be- 
tween thirty and forty per cent 
of all the finishes sold. At the 


present time, manufacturing activ- 
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I Courtesy, Sherwin-Williams 


else likewise failed to do as 
much painting as they should 
have done to keep their property in even fairly good con 
dition. Business improvement, larger corporate profits, rec- 
ord electric power consumption, better railroad freight 
trafic are all combining now to generate the purchasing 
power that is necessary to turn a potential demand into an 
actual demand. And, if one hasn’t one’s own money with 
which to buy paint, the chances are that it can be bor: 
rowed in some way from the government, whether the 
would-be painter be individual or corporation. Recent 
questionnaires show that as high a proportion as thirty per 
cent of the FHA guaranteed loans for modernization and 
improvement have been spent on painting contracts. The 
late floods and tornados, government aid to the sufferers 
thereof, the payment of the soldiers’ bonus, are all thought 
to improve an already bright outlook. 

So much for the demand side of the industry’s outlook. 
Now, what about the question of price? Many industries 
and many companies over the past few years have enjoyed 
a greatly broadened demand for their output but, through 
higher costs of raw materials and mounting taxes, together 
with an inability to raise selling prices proportionately, their 
profits have failed to respond. The paint companies, of 
course, cannot hope to escape taxation and this is mounting 
and quite evidently is going to mount further. Neither 
can they hope to escape the effects of generally higher com 
modity prices; costs of paint mater’ 
als are up substantially. The main: 
tenance of profit margins therefore 
becomes a matter of price. So far, 
the paint companies have accepted 
narrower margins of profit and the 
increased earnings that the majority 
of them have reported is solely the 
result of larger volume. However, 
the point has now been about 
reached where they can no longer 
look with equanimity upon narrow 
ing margins and the trade is rife 
with rumors of higher selling prices 
as we more nearly enter the heart 
of the painting season. While the 
industry has always been restrained 
by plenty of healthy competition, it 
has never been an advocate of cut’ 
throat tactics and the probabilities 
are that we shall see higher selling 
prices shortly. Thus, the prospec’ 
tive increase in demand should 
never mean a “profitless prosper’ 
ity” for the holders of paint stocks. 
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‘been made 


OR some time now the cop- 
per industry has shown un- 
mistakable evidence of im- 
pfovement, in fact so notable has 
ben the progress in this direction 
that the statistical position of cop- 
per is as strong as it has been at 
any time since the war. Both pro- 
duction and consumption have 
gained; a substantial reduction has 
in stocks on hand; 
prices have risen and prospects are 
favorable for at least a further 
moderate advance in the months 
ahead. From this background 
emerged some surprisingly good 
armings reports for the leading 
producers of non-ferrous metals last year, and it has sup- 
plied the incentive for the bullish enthusiasm reflected in 
the recent market action of representative copper issues. 

The present position of the copper industry is by no means 
the result of overnight developments, and while world-wide 
business recovery has played an important role, the contri- 
butions of this factor would have been much less apparent 
had there not been an appreciable reduction in the heavy 
wurplus stocks of copper above ground. This has been a 
lng and arduous digestive process accomplished mainly 
through the medium of sharply curtailed production, until 
> mad when rising consumption has become increasingly 
ective, 


Statistical Position Stronger 


World stocks of copper, according to late figures released 
by the Commodity Exchange, Inc., rose from a low of 
331,774 short tons at the end of 1928 to a high of 798,587 
by the end of 1932—an increase of more than 100 per cent. 
World production and consumption of copper declined pre- 
ipitately from 1929 and reached a low in 1932. Since that 
year both consumption and production have increased al- 
most as sharply as they had previously declined. But in 
1932, production of copper was less than demand and has 
ince lingered behind, permitting a steady reduction in sur- 
plus stocks. At the beginning of this year, world stocks of 
‘pper totalled 485,300 short tons, and by the end of 
arch, last, were down to 483,300 tons. 
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Courtesy, Copper & Brass Research Assn. 


Profits in Copper Trend 
Upward 


Improved Statistical Position and Price Outlook 


Brightens Prospect—Companies in Best Position 


By Georce L. Merton 


As might be expected, this com- 

bination of favorable events has 

— had a salutary effect upon copper 
prices. In 1932, the average price 
of copper in New York was about 
54 cents a pound, having de- 
clined from above 18 cents in 1929. 


Currently copper is selling at 
9.50 cents and the feeling is 


strong that the price may rise 
above 10 cents this year. Recently 
the price situation has been fea- 
tured by pronounced strength in 
foreign copper prices and the gap 
which previously existed between 
foreign and domestic prices has 
narrowed steadily. 

With domestic copper production protected by a 4-cent 
tariff, fluctuations in the price of copper abroad are signifi- 
cant chiefly for their psychological effect upon domestic 
prices. The importance of the rise in foreign prices from 
the standpoint of several of the leading copper producers, 
however, cannot be gainsaid. Moreover there exists a logi- 
cal basis for the contention that not only is the rise in 
world prices economically justified but that it is quite likely 
to be sustained. Two factors have been primarily respon- 
sible—production control and substantially enlarged demand. 





Restrictions on World Output 


Since June 1, 1935, foreign producers have been operat- 
ing under an agreement which restricted output to an aver- 
age of about 80,000 tons monthly in the last half of 1935. 
Previously production had been about 20,000 tons higher. 
This agreement has been in effect for a sufficient time now 
to warrant the assumption that foreign producers are satis- 
fied with the results and, therefore, likely to continue the 
arrangement indefinitely. 

Consumption of copper abroad last year was the largest 
ever attained. Shipments of refineries to industries aver- 
aged about 90,000 tons monthly as against the average of 
80,000 tons for 1934, or about one-third higher than in 
1929. <A higher rate of consumption was registered by 
practically every European country and it would not be 
surprising if this strong upward trend produces further 
record-breaking results this year. Regrettable though it 
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may seem, the probabili- been particularly Notice. pe 
ties are that rearmament able in the United States - | 
activities in Europe will Earnings of Leading Copper Although world consump, 000 vi 
be on an even larger scale Companies tion during the past eight ae 
this year, while such p _— has ayers over 7855, 
peace-time activities as the 1995 1984 ‘Price’ Div. Yield rt 6 Cnded Seal Ption 
active expansion of the a: a .  aeebe : es has 
electrical equipment and Anaconda... ....cccccrses . ° . minis declined nearly 7 per cent 
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utility industries and the ee ae i ai ot this gs 
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by agreement to restrict disadvantage in relation tof embles 
production and the prog- competing metals, both in ary 
ress which has been made this country and abroad. for all 
in working off surplus stocks has been due entirely to vol- In summary, the outlook for the copper industry is dis v4 TS 
untary action and increased consumption. Present prices _ tinctly more hopeful than otherwise. There is little reason oa 
are high enough to permit the large low-cost producers to to question the continuance of the upward trend of con é res 
show a satisfactory profit, but any material rise from cur- sumption, and in the final analysis this is the most impor at 
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Consumption Demand Rises ey hi 
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afered in the years 1931-°33 inclusive. During these lean 
yrs, the company was compelled to borrow over $70,000,- 
(00 from banks. By the end of 1934, notes payable had 
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» lead Pany’s stock, was more 

Anv§ ‘an double 1934 net of 
uishedf 99:719,854, or 53 cents a 
by ref Stare. Last year, the com- 
est ing PAMY produced 418,269,- 
~ Naf 28 pounds of copper as 
d 40 Mpared with 393,222,- 


in th mmediate prospects are 


Phelps 
Wt a additional evidence of im- 
nericang ovement in the copper 
facton§ dustry will fail to fur- 
atment# ther enhance the value of 
in the the leading copper com- 
vorablep Pany stock. 

ng thee. 
severilf ngs of Kennecott Copper 
icipate lst year were the best 
he img snce 1930. Net income 
k fap $13,164,571, equal to 


gantial quantities and is one of the foremost fabricators of 
opper. Principal producing properties are located in the 
United States, South America and Mexico. The unusually 
high grade ore mined in the company’s foreign properties 
enables Anaconda to produce copper at an average of about 
§cents a pound, including all cost items and depreciation, 
for all of its properties. Although output of foreign mines 
was restricted last year through adherence to production 
agreements, earnings, nevertheless, were appreciably higher 
aa result of increased demand and higher prices. 

Current finances are in excellent condition, having been 
materially strengthened by the refunding operation last year. 
Funded debt now totals about $83,000,000 and capital stock 
s outstanding in the amount of 8,674,338 shares. Net in- 
ome last year was equal to $1.29 a share, as compared with 
2) cents in 1934 and ear- 
lier this year, the declara- 
tion of a 25-cent dividend 
marked the first payment 
to stockholders since 1931. 
At 39, the shares are 
up some ten points from 
their low earlier this year, 
and thirty points higher 
than their 1935 low. 
These levels suggest that 










generously discounted but 
there is slight doubt that 


Like Anaconda, earn- 


$1.22 a share on the com- 


Underwood Photo : 


as thy 9 pounds in the previ- 


19308 US year. Deliveries against sales were in excess of 487,000,- 


ir off 00 pounds, enabling the company to effect a sizable 


mw duction in stocks. Already importantly represented in 


96; the field of copper fabricating through the Chase Compa- 


Ths Mes, Inc., Kennecott last year acquired the American Elec- 


evel tical Works, capable of turning out 50,000,000 pounds of 
xen it OPPer wire and cable yearly. This company is now known 
h te 8 the Kennecott Wire & Cable Co. 

; df Kennecott also owns both foreign and domestic proper- 
000g tes, having vast production facilities at the Braden Mine 
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Electrolytic refming of copper 


in Chile, which supplies the overseas market at a cost of 
about 6!/ cents, while its domestic properties in Utah and 
Nevada produce copper at from 61% to 7/2 cents a pound 
from low-grade ores. On 10-cent copper, Kennecott would 
earn between $1.40 and $1.50 on the basis of last year’s 
production; on 12-cent copper earnings would be about 
$2.25 a share; and on 15-cent copper earnings of about 
$3.50 a share might be shown. These figures, of course, 
would be moderately increased by a rise in production. 


Higher Dividends for Kennecott 


Recently the company increased quarterly dividends from 
20 cents to 25 cents. Further increases in the dividend to 
conform with the pace of earnings are a logical expecta- 
tion, supported by the company’s excellent financial posi- 
tion. At the end of last year, working capital stood at 
more than $60,000,000 and cash of over $25,000,000 was 
larger than at any time in the past six years. The company 
has no funded debt, the 10,773,485 shares of stock repre- 
senting the entire equity. 

On the basis of last year’s earnings, the company’s shares 
are not cheap at recent levels around 41. Nevertheless, it 
may be conceded that they are one of the more conserva- 
tive vehicles for participation in the further recovery of the 
copper industry. 

Cerro de Pasco Copper 
has been a leading bene- 
ficiary of rising prices for 
silver and more recently it 
is probable that the com- 
pany has been able to off- 
set the sharp break in sil- 
ver prices late last year by 
increased production of 
copper, lead and zinc and 
the higher prices of these 
metals. Exclusively a for- 
eign producer, however, 
the company is not in a 
position to market copper 
in the United States nor 
is it able to take advan: 
tage of the Government's 
price of 77 cents for 
newly mined silver. 

The 1935 report has 
not been issued and no 
interim figures are avail- 
able. The company, how- 
ever, is understood to have 
sold more than 13,000,000 
ounces of silver last year 
which, on the basis of the 
average price, yielded 
more than $8,500,000 
gross or only slightly less 
than total sales of all met- 
als in 1934. Moreover, 
the company has paid 
four quarterly dividends of $1 on its 1,122,842 shares of 
capital stock. It is probable, therefore, that earnings last 
year were between $3.75 and $4 a share and while more 
recent earnings may be at a somewhat lower rate, the com- 
pany’s strong finances lend support to a liberal dividend 
policy. The generous yield of about 7 per cent afforded 
by the shares at 55, in all probability reflects some uncer- 
tainty over the more immediate trend of earnings, but 
considering the company in the light of the copper prospect, 

(Please turn to page 57) 
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~~ Szens of Business 


the best for the period since 1928 and 
were more than three times the sales 
during the corresponding period of 


Earnings Gain 





Westinghouse Electric earned the 
equivalent of $1.40 a share on its com- 
mon stock in the first quarter of this 
year, compared with only 87 cents in 
the first quarter of 1935. The showing 
actually is more impressive than it ap- 
pears, for the first quarter of last year 
included some $900,000 in non-recur- 
ring profits, while this year the com- 
pany was hampered to some extent by 
flood damage. The main cause of the 
sharp gain in the latest report was a 
100% increase in central station busi- 
ness—a division which has long lagged 


badly. 


——_—¢—— 


Chairman of General Foods states 
that sales during the first quarter of 
this year were substantially ahead of 
last and that preliminary figures show 
that earnings will be equivalent to more 
than 70 cents a share on the common. 
For the first quarter of last year the 
company’s earnings were equivalent to 
64 cents a share. 


—_@—_—_—__ 


Remarkable was the improvement 
registered by Youngstown Sheet & 
Tube for the first three months of 
1936. Earnings, after allowing for 
regular dividend requirements on the 
preferred on which there are accumu- 
lations, were equal to $1.40 on the 
common. Last year for the same period 
the company lost nearly $600,000. The 
stock moved to a new high on the news 
in a dull market. 


-—_—+ 





Collins & Aikman, profiting from 
the increased demand for automobile 
fabrics, earned the equivalent of $6.28 
a share on its common stock for the 
year ended February 29, last. This 
compares most favorably with an un- 
earned preferred dividend in the pre- 
vious twelve months. 





American Smelting & Refining’s 
chairman says that his company earned 
at the annual rate of $4.96 in Febru- 
ary and at the rate of $4.98 in Janu- 
ary; last year February earnings were 
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at the rate of $1.06 and January at the 
rate of $2.90. 


———_¢— 


Indicated earnings of the Bell Sys- 
tem for the first two months of 1936 
were equivalent to $1.31 a share on the 
stock of the American Telephone & 
Telegraph Co.; this compares with 
$1 a share for the corresponding pre- 
vious period. For the first quarter of 
this year the American Telephone & 
Telegraph Co. (parent company only) 
had earnings equivalent to $1.84 a 
share against $1.61 last year. 


——_@o—__—_—_ 


Sales Volume Increasing 





Crucible Steel’s chairman says that 
the business of his company for the 
first three months of the year was sufh- 
cient to indicate earnings at more than 
double the 1935 rate and that there 
had been a further increase during the 
first half of April which had carried 
volume to a point better than at any 
time since 1930. 


a 


Arnold Constable’s business im- 
proved 20% in February and March 
and if such a gain is maintained the 
company will show a profit for the first 
half of the fiscal year against a loss in 
the corresponding previous period, ac- 
cording to the company’s president. 


a on 


Montgomery Ward’s sales in 
March totalled nearly $25,000,000, the 
largest in the company’s history for 
that particular month. 


a ce 


J. C. Penney’s March sales were 
4.9% ahead of the previous March; 
however, the gain reported for Febru- 
ary was 13.7%. 


—_———_—q—_—____. 


Many sales records being broken in 
the automobile industry. General 
Motors’ Chevrolet and Oldsmobile 
make all-time monthly records in 


March. Buick’s domestic retail sales 
during the first ten days of April were 
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1935. Studebaker’s retail deliveries 
in March were 77% over March, 1935, 
while the first quarter was 56% ahead 
of a year ago. 


Se 
Expanding operations 





Burroughs Adding Machine ; 
reported to have started a more than 
ordinarily thorough-going plan of mod: 
ernization and renovation. 


a 


The National Retail Dry Goods Ay 
sociation estimates that the volume of 
instalment sales during 1936 wil 
reach the five billion dollar mark. This 
would compare with the 1929 high rec: 
ord of $6,370,000,000 and $3,840,000, 
000 last year. 


a 


The Brackenridge plant of the Alle. 
gheny Steel Co. is reported to ke 
operating at capacity. 


—e———_ 


Kelvinator’s orders for shipment 
to its dealers in the first quarter of 
1936 were more than 100% greater 
than those received in the first quarter 
of 1935—58,080 units in the first three 
months of this year, having a retail 
value of more than $12,500,000. 


a 


Pacific Fruit Express has ordered 
2,000 refrigerator cars, General 
American Transportation, Pull. 
man, American Car & Foundry, 
and Pacific Car & Foundry each to 
build 500. Pacific Fruit will build als 
700 in its own shops. 





The Engineering News-Record states 
that the Jones & Laughlin award for 
equipment for its new steel sheet and 
strip mill caused engineering construc’ 
tion awards to jump to $54,756,000 for 
the week ended April 14. 





Owens-Illinois Glass is proposing 
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an issue of stock to finance a $9,000,- 
000 expansion and renovation program. 


ae 





Bridgeport Brass is another com- 
pany planning a stock issues, part of 
the money from which will be used for 
plant improvement. 


—————_@¢—_—_———_ 


Eastman Kodak is to make two 
additions to the Kodak Park plant and 
one to the Hawkeye camera works. 
The expansion has an estimated cost of 
more than $1,000,000. 


—— 


As an indication of the increased 
buying of steel on the part of the rail- 
roads it might be noted that the Erie 
proposes to lay 18,000 tons of rail this 
year against 16,000 last. 


a 


The recently completed LaGrange 
slant of Electro-Motive Corp., Gen- 
eral Motors subsidiary, has between 
three and four million dollars of work 
on hand, mostly electric-diesel switch- 
ing locomotives. As the roads achieve 
greater prosperity presumably they will 
come into the market for much more 
of this sort of money-saving equipment. 


= ——- ¢ Doe — 


Exploiting New Products 





Figures compiled by Automatic Heat 
and Air Conditioning show that 73 
utilities in cities with a population of 
nearly 40,000,000 have now in service 
7,587 installations with total horse 
power of 334,467. They conclude that 
(1) Sales of air conditioning are con- 
tinuing upward at a rapid pace; (2) 
most progress is being made in personal 
and small commercial installations, and 
(3) that the second point is substanti- 
ated further by the marked increase in 
the percentage of installations that are 
7/)-horsepower or less. 


————_@—————_ 


The building industry now has a 
new type of cement coated asphalt 
shingle with which to exploit what may 
be a boom in building. The cement, 
which can be colored almost anything, 
protects the asphalt underneath. The 
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Progress 


manufacturing process is a development 
of the Bakelite Building Products 
Co. of New York. 


ee 
A number of automobile manufac- 
turers are not neglecting the possibility 


that the airplane might open up a ma- 
jor new field for their wares. Success- 
ful tests have been made already with 


the Ford V-8. 
—_#}o— 


New Products 





The Mellon Institute of Industrial 
Research, reviewing the past year, lists 
among eighty or so developments, a 
new safety glass, progress in anti-pneu- 
monia compounds and a new razor 
blade involving a special steel devel- 
oped for shaving. 


———$__ 


The du Pont Cellophane Co. (E. /. 
du Pont de Nemour’s subsidiary) 
announces a new man-made sponge 
which is said to be superior in many 
respects to the natural product. It is 
made of highly purified wood and cot- 
ton pulps, its sponge-like construction 


being obtained through chemical re- 
actions. 


ee 


M. Henry Chesny of Marine Chem- 
icals, reporting to the American Chem- 
ical Society, says that unlimited sup- 
plies of magnesium recovered from the 
ocean will develop many industrial 
fields. He goes on to say: “The metal 
(magnesium) one-third lighter than 
aluminum, has found an ever-increas- 
ing consumption in recent years. Its 
future among structural materials, par- 
ticularly for airplanes, automobiles, 
railroad cars, electrical appliances, etc., 
is obvious.” 


— 


Du Pont announces the production 
of a new synthetic fiber that is a third 
thinner than silk, so fine that a pound 
ball of it unrolled would stretch from 
the Atlantic to the Pacific. A pound 
of the old type rayon will stretch a 
mere 100 miles. 


ae — 


The American Chemical Society 
heard the other day of a new process 
for making an explosive from the water 
in which corn is soaked before process- 
ing. The explosive which is said to be 
“potentially superior” to nitroglycerine 
had been known before, but its cost 
was prohibitive. Now, the way has 
been opened for commercial production 
at a reasonable cost. It seems that this 
development is behind the recent rise 
and activity in the stock of the Corn 
Products Refining Co. 





Photo from Nesmith 


Carrying iron ore on the Great Lakes — Increased demand for steel fore- 
shadows heaviest traffic in years. 
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Where Leverage and Trade 
Prospects Indicate Broad 


Earnings Gains 


From Selected Issues 


By C. L. McCorp 


APITAL leverage, as it affects common stock earning 
power, depends upon the makeup of a company’s 
corporate structure. Where there is only a single 

class of stock outstanding the factor of capital leverage is 
not present. When bonds or preferred shares, or both, are 
outstanding, however, leverage may exert a very potent in- 
fluence upon the earning power of the junior equity. 

Interest charges on funded debt and the payment of pre- 
ferred stock dividends, of course, have a prior claim on 
earnings ahead of the common stock and it is the leverage 
of these charges and dividends which is responsible for a 
much greater degree of fluctuation in common stock earning 
power than might otherwise be witnessed. For example, in 
the case of a company having only capital stock outstanding 
a ten per cent decline in gross might result in no more than 
a corresponding drop in earnings applicable to the stock. 
The presence of leverage, on the other hand, might easily 
under the same circumstances produce a substantially larger 
decline in common stock earnings. 

Fortunately at this time we need only be concerned with 
the action of leverage under favorable conditions. When 
times are good the leverage factor strongly favors common 
stockholders. As earnings recover beyond the point sufh- 
cient to meet all fixed charges and preferred dividends, 
income available for the common stock rises very rapidly in 


terms of per-share results. In these circumstances, a 10 per 
cent gain in gross might result, say, in increasing per-share 
earnings 50 or 100 per cent. 

Last year a sizable group of companies reported a marked 
improvement in business without, however, showing any 
significant upturn in the earnings available for their com 
mon. Some still showed nothing earned for the common, 
while others showed only comparatively modest earnings, 
In the majority of these companies, the presence of leverage 
prevented the full effects of better businss from being re- 
flected in per-share results. With the benefit of continuing 
business recovery this year, a number of companies in this 
group appear likely to show a striking improvement in 
equity profits, for it would require no greater than what 
might reasonably be considered a normal gain in volume for 
these companies to produce an appreciable increase in com 
mon stock earnings. 

It should be emphasized that any selection of common 
stocks based upon the potential value of a leverage factor 
is a speculative venture. The risks, however, may be tem: 
pered and the chances of profitable results increased when 
the choice is limited to those companies strongly situated 
in a field favored by the probability of good business gains 
in the months ahead. Such would appear to be the status of 
the four companies herein discussed. 


Bethlehem Steel Corp. 





The effectiveness of leverage is well 
exemplified in the showing of Bethle- 
hem Steel for last year. The com- 
pany’s net sales recorded a gain of 
less than 15%, while total income was 
up 2342%. Net income after interest, 
depreciation and depletion totaled 
$4,291,253, or a net increase of about 
700%. Earnings were equivalent to 
$4.59 a share on 933,887 shares of 7% 
preferred stock as compared with 59 
cents a share for the preferred stock in 
1934, 

Bethlehem Steel, the second largest 


40 


unit in the industry, has long been 
identified with the heavier types of steel 
used principally in public works, rail- 
roads, etc., for which the current de- 
mand is still sub-normal. Like other 
leading steel companies, Bethlehem is 
spending some $30,000,000 to enlarge 
its facilities for turning out lighter 
forms of steel, which are being used 
on an increasingly wider and more 
stable scale. It has been the company’s 
dependence upon the demand for new 
capital goods that has prevented it from 
showing the same degree of recovery 


to date as experienced by companies 
which have made a specialty of light 
steel products and Bethlehem Steel's 
more complete recovery in the months 
ahead will be largely determined by the 
extent to which general business is will 
ing and able to make capital outlays. 
It is almost certain that earnings in the 
first quarter were considerably better 
than a year ago and with the steel in 
dustry starting the second quarter with 
operations at the highest level in six 
years an excellent showing by the com’ 
pany for the first six months is forecast. 
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Last year, Bethlehem anticipated cur- 
rent maturities of about $51,000,000 by 
the sale of $55,000,000 414% bonds 
due 1960, and earlier this year all of 
the accumulated dividends of $21 a 
dare on the preferred stock were elimi- 
nated. Preferred shareholders were 
sven 1 share of new 5% preferred 


Although Worthington Pump @ 
Machinery Corp. has no funded debt, 
considerable leverage is imparted to the 
company’s common stock by the two 
dasses of preferred stock — 53,728 
shares of 7% class A and 91,333 shares 
of 6% class B. No dividends have 
ben paid on either class of preferred 
ince 1932 and total accumulations 
amount to $29.75 and $25.50 a share 
respectively. 

Relying upon the demand for heavy- 
duty industrial machinery, recent years 
have been especially lean for Worth: 
ington Pump and manufacturing losses 
have been shown in every year since 
1930. The company’s products are 
numerous and include pumping equip- 
ment, compressors, condensors, pneu- 
matic tools, turbines and Diesel and gas 
engines. In its field the company is 
firmly established but competition is 


Shell Union Oil Corp. is the third 
largest oil unit in the United States 
and is one of two companies able to 
boast nation-wide distribution for its 
products. That distinction, however, 
was acquired only after a tremendously 
expensive program of expansion carried 
out at the height of the boom period 
and involving principally the acquisi- 
tion of refining and marketing facilities. 
Some $200,000,000 was spent in achiev- 
ing this objective. The company is 
credited with having one of the largest 
reserves of crude oil in the world and 
potential crude oil output would be 
adequate to fill all refinery needs. Ad- 


stock, $20 par, and $1 in cash. Giving 
effect to these developments, capitaliza- 
tion now consists of $99,661,362 
funded debt, 933,887 shares $7 pre- 
ferred stock and a like amount of new 
5% preferred stock. Common stock 
is outstanding in the amount of 3,194,- 
858 shares. Recently selling around 


keen and while certain of its products 
are more or less standard, most of them 
are made to specifications against con- 
tract. 

With the recovery base broadening 
last year, the volume of orders booked 
by the company registered an encour- 
aging gain, particularly in the closing 
months. Operations in the last three 
months showed a profit and the current 
year began with a substantially enlarged 
volume of unfilled orders on hand. For 
the 1935 year as a whole, however, the 
company showed a net loss of $95,387, 
as compared with a loss of more than 
$1,000,000 in 1934. Applied to the 
combined classes of preferred stock the 
loss last year was equal to 65 cents a 
share as compared with the loss of $7.47 
a share in the previous twelve months. 

Financial position of the company is 
comfortable, but hardly such as to per- 


Shell Union Oil Corp. 


herence to pro-ration schedules at the 
present time, however, is restricting 
output to somewhat more than 50% of 
the company’s requirements. 
Whatever may be said of the com- 
pany’s untimely decision to undertake 
the extensive enlargement of its prop- 
erties and facilities, the fact remains 
that it weathered the depression in a 
commendable fashion. At the end of 
1930, funded debt amounted to more 
than $125,000,000. By the end of last 
year, however, outstanding bonds had 
been reduced to $47,116,500, accom- 
plished largely by their purchase in the 
open market at a substantial discount. 


58, the shares are generously discount- 
ing the anticipation of a material im- 
provement in earnings but from the: 
standpoint of the common stock, the 
rapidity of earnings improvement on a 
per-share basis could be appreciably ac- 
celerated by the operation of the lever- 
age factor. 


Worthington Pump & Machinery Corp. 


mit the full liquidation of preferred 
arrears in cash. This would require 
nearly $4,000,000. The probabilities 
are that accumulated dividends will be 
discharged through some method of re- 
capitalization. Such a plan would be 
more assured of favorable reception on 
the part of shareholders if accompanied 
by evidence of improved earnings and 
favorable prospects. That these may 
materialize this year is suggested by 
the broader scope of industrial plant 
construction and rehabilitation which 
is under way or being planned. 

The company’s common stock, of 
which there are slightly less than 127,- 
000 shares outstanding, is in the nature 
of a radical speculation, but the small 
number of shares coupled with their 
leverage position is indicative of rather 
unusual possibilities in a period of ris- 
ing earnings. Recent quotation, 29. 


This made possible the savings of some 
$1,200,000 annually in interest charges. 
Throughout this period finances re- 
mained entirely adequate. 

Last month Shell Union marketed a 
$60,000,000 issue of 342% debentures, 
the proceeds of which enabled the re- 
tirement of the remaining funded debt 
and provided additional funds for work- 
ing capital This new issue and a 
$3,000,000 serial note due next year 
now comprises the entire funded debt 
of the company. 

Last year operations produced 2 
profit for the first time since 1929. Net 

(Continued on page 56) 











3,194,858 ...... .d0.70(b) d1.87(b) 
(a) Interest times earned. 





Bethlehem Steel |Worthington Pump| Shell Union Oil National Supply 
Corp. & Machinery Corp. Corp. Co. 
1935 1934 1935 1984 1985 1934 1985 1984 
Bonds Outstanding 7% Class A Pfd. Bonds Outstanding Bonds Outstanding 
$99,661,362 ..... 1.6(a) 1.08(a) 53,728 shares... .d0.65(b) d7.47(b) $47,116,500... 8.7(a) 0.76(a) $6,294,000...... 3.9(a)  $.8(a) 
1% Ptd. Stock 
6% Class B Pfd. 514% Pfd. Stock 1% Pid. Stock 
Piece gga 4.60(b) 0.59(b) | “9s s3s shares .. .d0.65(b) d7.47(b) | 400,000 shares .. 18.37(b) d2.38(b) | 166,221 shares.. 4.08(b) d0.73(b) 
. Stoc 
933,887 shares.. Issued this year | Common Stock Common Stock Common Stock 
iaetiniastnieie 126,921 shares ..d8.15(b) d15.82(b) | 13,070,625 shares .0.87(b) d0.24(b) | $82,656 shares .d1.29(b) d3.36(b) 





(b) Earned per Share. 
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ecurity Suggestions for Income 


and Price Appreciation 


A Balanced Selection of Bonds and Stocks 


By Epwin A. Barnes 


OW investment yields are the rule rather than the 
exception at the present time, a truth which doubtless 
has been forcibly brought to the attention of every 

investor, regardless of whether investment income is a prime 
or secondary consideration. Among those securities which 
offer better than an average yield there are many which do 
so for a very definite reason and are not necessarily under- 
valued. In the case of bonds and preferred stocks, a gener- 
ous yield may mean the acceptance of a high investment 
risk, while in the case of common stocks, dividend uncer- 
tainty or the presence of a static earnings position may be 


. 


indicated. A possible solution to this problem suggests it: 
self, however, through the medium of a “combination” 
investment involving the considered selection of high-yield 
issues in conjunction with commitments in the class of se’ 
curities which stress the element of security or potential 
profit rather than current yield. Carried out within con 
servative limitations, such a program would not appear to 
present any serious threat either to the factor of safety or 
that of price appreciation. Several issues of the type which 
would fit logically into a plan of this nature are discussed 
in the following pages. 


values have been steadily reduced 


Certain-teed Products Corp. 
Deb. 51%4’s 1948 


The Certain-teed Products Corp. 
manufactures an extensive line of build- 
ing materials including roofing, gypsum 
plaster, wallboard, floor coverings and 
builders’ supplies. This 
heavy dependence upon 


vailing quotations for these two classes 
of stock indicate an aggregate equity 
for the debentures of nearly $13,- 
000,000. 

Last year marked the end of the 
extended period of unprofitable opera- 
tions. Gross operating profit increased 
nearly $1,000,000 to about $4,300,000 


through depreciation and other adjust- 
ments with the result that they were 
carried on the company’s books at the 
end of last year at only slightly more 
than $12,000,000. In the meantime, 
more than $2,000,000 had been spent 
for additions, etc. 

The company in 1935 
was particularly benefited 





the building industry may 
be held accountable for 
rather unimpressive earn- 
ings record since 1927, 
or shortly after the last 
building boom attained its 
peak. Prior to that time 
the company had enjoyed 


Certain-teed 
Products Corp. 
Deb 5%’s 1948 


Bonds 


International 
Tel. & Tel. 


Deb. 5’s 1955 


by the extensive gains in 
home modernization and 
repairs, stimulated by the 
activities of the FHA. 
Normally, Certain - teed 
obtains about 60% of its 
business from replacement 
sources, and the balance 


i | .. $5 ; el 
nearly a quarter of a cen- dlehiaaticin, Penman cage ene. 2 <5 oven ere from new building. Total 
tury of profitable opera- 1934 Int. _— eed 1934 Int. ee Earned. .1.16 tonnage and dollar vol’ 
tions. Now, however, if 1935 Int. times Earned. .1.6| 1935 Int. Times Earned. .1.60 ume last year was Up 


present indications prove 
reliable Certain-teed has 
a good opportunity to re- 





Recent Price 


esi a ee 97 | Recent re a 
Garrent Wield ; .........% 5.7% ' Current Yield ........ 


about 30% from the pre’ 
vious year, but was still 
only about 40% of previ 








cover a considerable por- 
tion of lost ground. 

The company’s debenture 5!/2’s 1948 
were issued originally in 1928 in the 
amount of $13,500,000. In subsequent 
years, however, the operation of a sink- 
ing fund has reduced the outstanding 
bonds to $9,543,500. The balance of 
the capitalization consists of 63,004 
shares of 7% preferred stock and 382,- 
300 shares of common stock. The pre- 


42 


and an operating profit of $751,182 
contrasted with a loss of $347,089 in 
1934. Last year, however, profits were 
enhanced by a reduction of about 50% 
in the depreciation charges. This pol- 
icy was felt to have been justified by 
the condition of the company’s proper- 
ties. Since 1928, when net fixed assets 
were carried at $26,556,604, property 


ous peak years. These 
gains, however, have ex 
tended into the current year and, with 
the more hopeful building outlook, 
promise to be sustained through ensu 
ing months. 

Fixed charges on the debentures were 
covered 1.6 times last year, while in 
1934 there was a loss of $310,390 be’ 
fore interest requirements. The com’ 
pany has absorbed the long succession 
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of losses without impairment to its 
fnancial position and at the close of 
lat year current assets of $5,620,633, 
including cash of $1,174,595, compared 
with current liabilities of $827,401. 
All in all the situation invites confi- 
dence and while the bonds are admit- 
tedly second grade, the yield of better 
than 514% plus moderate possibilities 
for price enhancement lend definite 
attraction. 


that the company was not compelled to 
absorb the losses of Postal Telegraph, 
a subsidiary now in the course of being 
reorganized. More important, how- 
ever, was the marked gain in the com- 
pany’s manufacturing operations and 
the increase in the number of phones 
in operation. Moreover, in the first 
quarter this year the company reported 
a gain of 17,761 phones as against a 
gain of 14,014 in the first three months 


products, but a substantial demand, in 
normal times, also emanates from pri- 
vate building and repair work. 

With the single exception of one 
year, 1932, the company was able to 
show profits throughout the depression, 
but earnings were restricted to a point 
which necessitated the omission of divi- 
dends on the class A preferred shares 
in 1931 and payments were not re- 
sumed until 1934. Last year all ac- 
cumulated dividends were 
discharged by the issuance 





International Tel. 
& Tel. Corp. 


Deb. 5’s 1955 


In the period covered 
by the past six years, the 
Deb. 5’°s 1955 of the In- 
ternational Tel. © Tel. 
sold as high as 9914 and 
as low as 16. Considering 





Square D Co. 


$2.20 A Preferred 


1934 Earned Per Share. $4.29 

1935 Earned Per Share. 
Call Price $35 

Recent Price 





Preferred Stocks 


5.84 
Call Price $45 
Be ce task one tae 33 | Recent Price 


badatn ates 7.0% | Yield 


| Houdaille-Hershey 
$2.50 A Preference 


Amount Outstanding 123,316 shs| Amount Outstanding 174,000 shs 
| 1934 Earned Per Share.$5.12 
1935 Earned Per Share 14.12 


of additional shares of 
class A stock and regular 
payments have since been 
maintained. At the pres 
ent time there are 123,316 
shares of the class A issue 
outstanding, on which an- 
nual dividend _ require- 
ments amount to $271,- 
300, approximately. Last 








the company’s importance Yield 
and the magnitude of its 
scope, to say nothing of 
the fact that over a pe- 
riod of ten years the company has 


earned its fixed charges on the average 
of better than two and a half times, 
such a wide range of fluctuation seems 
almost incredible. Even in 1932, the 
company was able to earn nearly two- 
thirds of its fixed charges and the show- 
ing would have been much better had 
it not been necessary to absorb the 
losses of Postal Telegraph. The com- 
pany’s extensive foreign interests plus 
the existence of large bank loans doubt- 
less had something to do with the liqui- 
dation of the company’s securities dur- 
ing the worst of the depression but as 
often happens any fears on_ these 
grounds have thus far proved to be 
more apparent than real. 

The affairs of I. T. & T. have been 
improving steadily during the past two 
years and the prospects are that the 
company will shortly conclude a suc- 
cessful refunding operation. Reports 
are to the effect that the company plans 
to issue $35,000,000 3'4% debentures, 
utilizing the proceeds to retire $23,- 
360,000 bank loans and a portion of 
the debenture 4144’s 1939. Should such 
prove to be the case, an important sav- 
ings in interest charges will result and 
the company’s ability to market a 
34% issue is a significant reflection 
upon its improved credit standing. The 
success of the offering will in all prob- 
ability be assured by the inclusion of an 
attractive conversion feature. 

According to the company’s prelim- 
inary report for 1935, interest charges 
on all issues were earned about 1.6 
times last year, as compared with 1.16 
times in 1934. To some extent earn- 
ings last year were aided by the fact 
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of last year. 

There have been numerous occasions 
in the past when apprehension has 
arisen concerning the company’s status 
when political outbreaks have occurred 
in the countries where extensive facili- 
ties are operated, notably Spain and 
Cuba. It is interesting, therefore, to 
note that the Spanish subsidiary con- 
tributed nearly 50% of the gain in 
new phones last year, while the Cuban 
subsidiary accounted for 6,000 units 
out of a total gain of 56,000. In the 
first three months of this year, the 
Spanish unit scored the largest increase 
in new phones. 

The company’s total funded debt 
amounts to approximately $193,000,- 
000, of which the issue in question is 
outstanding in the amount of $50,000,- 
000 and ranks equally with the two 
other series of debentures. At 84, the 
debentures 5’s 1955 return a current 
yield just short of 6%, giving them 
obvious advantages for the purposes 
under discussion. 


Square D Co. 


$2.20 Class A Preferred 


The Square D Co. is a thoroughly 
established enterprise engaging in the 
manufacture of an extensive line of 
light electrical equipment. Principal 
products include safety switches, panel 
boards, fuse boxes, compensators, cir- 
cuit-breakers, insulators, switchboards, 
fire alarm station equipment, etc. Not 
only does industrial demand afford an 
important outlet for the company’s 


— year, the company also re- 
. 6.0% tired $399,000 6% de- 
| bentures through the me- 
—— dium of a bank loan and 
a $375,000 issue of 5% 


debentures due 1945. 

Earnings have recorded progressive 
gains since 1932 and in each of the 
past two years the gain in operating 
income has been about $400,000. Last 
year, net income after interest and de- 
preciation, totaled $726,484, compar- 
ing with $428,769 in 1934. Applied 
to the increased number of class A 
shares, earnings last year were equal 
to $5.89 a share as against $4.29 a 
share on 99,969 shares in 1934. 

Earlier this year stockholders voted 
to split the 73,550 shares of class B 
common three for one and early in 
April this issue was listed on the N. Y. 
Stock Exchange. Prior to the split-up 
a dividend of 25 cents plus an extra 
of 10 cents was paid to class B share- 
holders, a payment well justified by 
earnings of $6.19 a share last year. The 
latter would be equal to $2.06 on the 
new stock, which is quoted around 29. 
The class A preferred shares are listed 
on the New York Curb and are selling 
at 33, to yield about 7%. The shares 
are callable at 35, so that price appreci- 
ation is limited. From a straight in- 
come standpoint, however, they appear 
distinctly attractive. 


Houdaille-Hershey Corp. 


$2.50 Class A Preference 


Although properly classified as a 
manufacturer of automobile supplies 
and equipment, these items having been 
estimated as contributing about half 
of the total volume, Houdaille-Her- 
shey in common with other automotive 
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equipment manufacturers has achieved 
a wider range of interests in recent 
years and to this extent its dependence 
upon a single industry has been re- 
duced. The company now supplies va- 
rious equipment to makers of farm 
equipment, airplanes and electric re- 
frigerators. In the main, however, the 
company’s rising tide of fortunes dur- 
ing the past two years reflects the vig- 
orous recovery of the automobile in- 
dustry. 

In the years 1932 and 1933, the 
company reported losses but the aggre- 
gate for these two years of about 
$700,000 was less than 


dividends. First quarter profits this year 
were equal to $3.46 a share for the A as 
compared with $5.18 a year ago. Sell- 
ing at levels around 42, the shares yield 
6% and over a period of time it is con- 
ceivable that their conversion may be- 
come valuable. 


Commercial Investment 
Trust Corp. 


Commercial Investment Trust is dis- 
tinguished as the world’s largest inde- 


the mechanics of installment purchas- 
ing to its simplest terms. Whether this 
new plan was initiated because of the 
rising tide of competition from banks, 
or to forestall regulatory legislation in- 
spired by the high earnings of finance 
companies, the point is that it has had 
the effect of practically putting all com- 
petition on a par as far as costs are 
concerned. Moreover, the move should 
gain for the finance companies consid- 
erable customer good will. The lead- 
ing companies such as Commercial In- 
vestment Trust also have important 
connections with leading manufactur- 
ers which gives them an 
added advantage over local 





depreciation write-offs in 





either year and there was 
no drain on the company’s 
finances. In 1934, earn- 
ings recovered sharply 
with net income of $931,- 


Commercial 


Common Stocks 


Firestone Tire & 


finance companies and 
banks. Therefore, while 
there is no doubt that they 
are meeting more competi- 
tion, it is quite possible that 


401 favorably contrasting 
with the loss of about 
$114,000 the previous 
year. Last year the up- 
turn in earnings was even 
more pronounced. Net 
profit totaled $2,456,196. 





Investment Trust 


Shares Outstanding. 2,519,792 
1934 Earned Per Share.$4.61 
Mecent BxICC ......60s000060 088 
1935 Earned Per Share.. 6.25 
Dividend ....$3.00 plus extras 
BOM ss ossiseenkeoure 4.2% 





Rubber 


Shares Outstanding. .1,866,007 
1934 Earned Per Share. .$0.71 
1935 Earned Per Share.. 1.53 


ge |) 29 
Serer es $1.20 
DE Ge cawesoieke ewan 4.1% 


this competition has passed 
its peak unless it is able to 
strengthen its hand by 
some technique not now 
known. 

The purchase by Com- 
mercial Investment Trust 


Financial position at the | 





in 1933 of the Universal 
Credit Co., from Ford 














yearend was excellent 
with current assets of 
$6,418,606 and current liabilities of 
$1,451,498, while cash was in excess of 
$2,750,000. The company’s operations 
last year, of course, reflected the ad- 
vanced date of new automobile models 
and some of the business which normal- 
ly would have materialized in the first 
quarter this year was received in the 
final quarter of 1935. This condition 
plus unusual expenses and increased 
taxes resulted in a lower net in the 
initial three months of this year. Net 
profit of $603,183 compared with $902,- 
869 in the corresponding period a year 
ago. Results in subsequent months, 
however, should reflect the favorable re- 
sults to be expected from the introduc- 
tion of several new products and sales 
in the opening weeks of April spurted 
sharply. 

The capitalization of Houdaille- 
Hershey is comprised of 174,000 shares 
of class A preference shares and 784,956 
shares of classBshares. Last year all accu- 
mulated dividends on the class A shares 
which totaled $4.37 on January 1, 1935, 
were paid off in cash and regular pay- 
ments of $2.50 annually were resumed. 
Dividends on the class B shares were also 
resumed last year and are currently to 
be paid at the rate of 37/2 cents quar- 
terly. The class A shares have a prior 
claim on earnings up to $2.50 a share an- 
nually, are callable at 45, and are conver- 
tible into the B stock, share for share. 

Earnings of $5.12 a share on the class 
A stock in 1934, followed by $14.12 last 
year indicate the margin of security for 
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pendent installment financing organiza- 
tion. Further than that, however, the 
company distinguished itself by report- 
ing record-breaking earnings last year. 
Not only did the company’s earnings last 
year attain a new peak but they did so 
by a considerable margin—better than 
35 per cent more than in 1934 when the 
previous high level was recorded. With 
such a background it may appear strange 
that the shares have recently sold to 
yield 4%, when many other common 
stocks are quoted almost solely on the 
basis of potentialities, as yet unrealized, 
and yield from nothing to around 3%. 
The answer may be ascribed to the be- 
lief that Commercial Investment Trust 
is faced with increasing competition and 
lower profit margins. There is, how- 
ever, a just basis for questioning whether 
these fears will be realized to the extent 
indicated by the recent action of the 
company’s shares. 

Profit margins in the business of 
financing installment accounts are de- 
termined mainly by the differential be- 
tween the cost of borrowing to the 
financing company and the rate of in- 
terest charged the purchaser of an auto- 
mobile, refrigerator, etc. Commercial In- 
vestment Trust has been able to take full 
advantage of the extremely low money 
rates to borrow large amounts of short 
term funds and not until recently has 
there been any reduction in the terms 
on installment purchases. The leading 
finance companies have lately adopted 
the “6% Plan,” which reduces cost and 


greatly strengthened its 
position as the leading factor in auto- 
mobile installment financing. In addi- 
tion, however, the company has other 
automobile accounts. Although the: 
company has energetically sought to di- 
versify its activities by developing its 
factoring and industrial instailment 
business, these latter accounted for only 
30% of the total volume of business last 
year, the balance being in wholesale and 
retail! automobile financing. As yet 
there is no reason to question the prob- 
able output of some 4,500,000 automo- 
biles this year, a prospect which augurs 
for continued good earnings on the part 
of thiscompany. Thus far, on the other 
hand, Ford sales are running behind 
1935 and may not come up to the level 
of last year. 

Yet it would require considerable 
skepticism indeed to doubt the ability of 
Commercial Investment Trust to earn 
its $3 common dividend this year by 2 
comfortable margin. Net income in 
1935 totaled $15,867,591 or the equiva- 
lent of $6.25 a share on the 2,519,792 
shares of common stock. In 1934 per- 
share earnings on the common amounted 
to $4.61. In 1935, moreover, earnings 
absorbed six-months dividends on 250,- 
000 shares of $4.25 convertible prefer- 
ence stock sold for the purpose of rais~ 
ing additional funds. In addition to the 
latter issue, the common is outranked 
by 140,461 shares of serial preference 
stock paying dividends of $6 and $18,- 
461,000 5!4% debentures of 1949. 

(Please turn to page 62) 


THE MAGAZINE OF WALL STREET 








L 


busir 
of th 
was 
Mar 
with 
less 1 
owin 
by e 
9.1% 
Janu: 
avers 
three 
W 
Busir 
vanc 
94.05 
is eq 
abov 
covet 
assent 
and ¢ 
Augt 
dustr 
into 
in 01 
pand 
Elect 
past 


for 





‘chas- 
r this. 
f the 
anks, 
n in 
lance 
; had 
com: 
3 are 
ould 
nsid- 
lead- 
| In- 
tant 
ctur- 
1 an 
local 
and 
vhile 
they 
peti- 
that 


ble 
r of 
arm 
ya 

in 
var 
192 
ere 
ted 
ngs 
0,- 
ere 
1is~ 
the 
ced 
10ce 
8,- 
49. 


The Business Analyst 


URING the month of 
March the country’s 
physical volume of 

business amounted to 86.9% 


—Steel at New High 

—Copper Demand Rises 
—Oil Prospect Doubtful 
—Rail Equipment Active 


been caused by extra heating 
loads resulting from the re- 
cent cold snap, and so does 
not represent any compara- 





of the 1923-5 average, which 
was 6.5% better than in 
March, 1935. Comparison 
with last year was somewhat 
less favorable than had been anticipated a few weeks ago, 
owing to the temporary inroads upon business occasioned 
by eastern floods, and makes a poorer showing than the 
9.1% annual increase in February and the 18.9% gain of 
Smuary. Business for the entire first quarter showed an 
average improvement of 10.2% over the corresponding 
three months of 1935. 

With all components showing marked improvement, our 
Business Activity index has staged a sharp post-flood ad- 
vance of seven points during the past fortnight to around 
94.0% of the 1923-5 average. On a per capita basis this 
is equivalent to about 84.0% of normal; which is 17% 
above last year at this time, and only 5% beneath the re- 
covery peak of 88.7% reached last December. Automobile 
assemblies are now slightly ahead of last year at this season 
and at the best weekly rate for any comparable period since 
August, 1929. Unfilled orders are backing up and the in- 
dustry expects operations to hold around present levels well 
into May. Part; producers are working six days a week 
in overloaded departments. Steel mill operations have ex- 
panded spectacularly to the best ingot rate since mid-1930. 
Electric power output has risen conspicuously during the 
past fortnight; though half the gain is estimated to have 


—Cotton Consumption Higher 


ble increase in general indus- 
trial activity. Coal produc- 
tion has shown but little 
increase since our last issue, 
since this is a season of the year when demand ordinarily 
tapers off; but the output is 70% greater than for the cor- 
responding period a year ago when production slumped 
abruptly following the removal of strike threats. The re- 
cent contra-seasonal pick-up in car loadings is thus especially 
gratifying, because unaided by heavier coal shipments. 
Factory employment in New York State, which is usually 
typical of the entire country, was 3.7% higher in March 
than for the like month of 1935, while payrolls were up 
6.2%. Dividends declared last month exceeded those for 
March, 1935, by about 1%. The Bell System in March 
gained 85,000 stations and thereby recovered 40% of sub- 
scribers lost during the depression. New life insurance 
written in March showed the first gain for 1936 with an 
increase of 1% over the same month of 1935. Most of the 
improvement last month was occasioned by an 84% jump in 
group insurance over the previous March, the gain for the 
entire first quarter having been 63%, against an 8% de- 
crease for all types of policies. Department store sales in 
March, and for the first quarter, were 9% ahead of the 
corresponding periods a year ago. In some sections of the 
country the Easter trade this year is reported to have been 
the largest in six years, though weather conditions in 
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other areas held down volume to about last year’s level. 

Our Common Stock Index, after advancing to a new high 
for the recovery, has recently displayed mildly reactionary 
tendencies under the pretext of disturbing political and 
financial conditions in Europe. There seems to be a rather 
widespread conviction that, after the French elections this 
month, the franc may part company with gold or be de- 
valued. The ultimate effect of this upon security prices in 
this country is at present rather conjectural, though hopes 
entertained in some quarters that this may soon lead to 
world monetary stability appear to be unduly optimistic. 
So long as war clouds hang over Europe, no nation is likely 
to risk losing gold, especially in view of the threat in this 
country to sell to belligerents only for cash. 


The Trend of Major Industries 


STEEL—The steel ingot rate is now approaching 70% 
of current theoretical capacity, the highest in nearly six 
years. Backlogs acquired last month are sufficient to support 
operations at close to current levels through April; but new 
orders for finished steel are coming in at a slower pace than 
in March and it would not be surprising to see a tapering 
off in activities after May 1 when pressure for delivery 
under first quarter contracts will subside. The chief de- 
mand now is from the automotive and agricultural imple- 
ment industries, with a fair call for rails. It is estimated 
that rail orders this year will expand to around a million 
tons, which would be 40% greater than last year. Scrap is 
showing some weakness; but the new prices for finished 
steel have as yet received only a moderate test. Not all 
producers have followed the open price plan and some are 
allowing more than one point of shipment to be specified 
and permitting delivery to be spread over ten days. 


METALS—The only change in the non-ferrous metal 
situation since our last issue has been the establishment of 
copper on a uniform 9!/2 cents price basis, a development 
which was preceded by a quarter-cent rise in the price for 
export and a stampede by domestic consumers to stock the 
metal while still available at 914 cents. Sales for domestic 
and export delivery during the first 13 days of April 
amounted to 148,000 tons, compared with only 27,000 
tons for the entire 


price structure Once adequate facilities can be provided for 
bringing the Rodessa oil to market. In spite of its present 
overcapacity, the industry is planning to spend up to $100, 
000,000 this year on new construction and modernization 
of plant. Considerations such as these may have been partly 
responsible for recent reactionary tendencies in oil stocks in 
the face of a general 2/2-cent advance in gasoline prices 
throughout the State of California. 


RAILROAD EQUIPMENT-—Railroad equipment or- 
ders during the first quarter this year, compared with orders 
placed during the first quarter of 1935, amounted to 73 
locomotives, against 9; freight cars 8,900, against 900; and 
360,000 tons of rails, against 186,000. 


SHIPBUILDING—Anmerican shipyards are building 119 
vessels of 166,000 tons, more than double the number and 
five times the tonnage under construction a year ago. Mer- 
chant vessel tonnage under construction throughout the 
world increased nearly 20% from January 1 to April 1 and, 
on March 31, amounted to 1,820,000 tons. 


TEXTILES—Cotton consumed in this country during 
March amounted to 14% more than in March, 1935. Con- 
sumption for the first quarter gained 9% over the cor- 
responding period a year ago. Exports for the first quarter 
were up 14% over the previous year. Damage to rayon 
stocks and loss of production due to the March floods is 
placed at about 6,000,000 pounds of yarn. 


UTILITIES—The Edison Electric Institute estimates that 
a 164% reduction in the average price of electricity for 
domestic use during the five-year period from 1930 to 1935 
was accompanied by an increase of 155% in power con- 
sumed by radios and a 131% gain by electric refrigerators, 
while domestic use for other purposes remained stationary. 


Conclusion 


Business in the second quarter is off to a good start with a 
sharp spurt during the opening fortnight which brings the 
country’s physical volume of production up to 17% ahead of 
the like season in 1935. In view of last year’s receding trend, 
comparisons on an an- 





month of April last 


nual basis are likely 





year. Sales this year 
to date total about 
300,000 tons compared 
with only 100,000 tons 59 
during the correspond- 20 
ing period a year ago. 


PETROLEUM — 
Crude production con- 
tinues to increase at a 
rather unhealthy rate 
and, while crude in- 
ventories hold at an ” 
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to become progressive- 
ly more favorable as 
the quarter progresses, 
barring unfavorable de- 
velopments which can- 
not now be foreseen. 
The stock market, after 
advancing to a new 
No. high for the recovery, 
has turned somewhat 
reactionary under pre- 
a text of another crisis in 





even level, motor fuel 
stocks are higher than 
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Some concern is also 
beginning to be enter- 
tained over the Rodessa 
field where production 
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and covering about 90%, of the volume of transactions in all Common Stocks 
New York Stock Exchange.) 











for APRIL 25, 











Answers to Inquiries 








The Personal Service Department of THE MAGAZINE OF WALL STREET will answer 
by mail or telegram, a reasonable number of inquiries on any listed securities in which 
you may be interested or on the standing and reliability of your broker. This service in 
conjunction with your subscription should represent thousands of dollars in value to 
you. It is subject only to the following conditions: 


1. Give all necessary facts, but be brief. 
2. Confine your request to three listed securities. 
3. No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4. If not now a paid subscriber, use coupon elsewhere in this issue and send check 
at same time you transmit your first inquiry. 


Special rates upon request for those requiring additional service. 








U. S. RUBBER CoO. 


In view of the marked advance in U. S. 
Rubber’s common shares already this year, 
what do you think of its course from here 
on? Are further advances in order, or is 
improvement pretty well discounted now? 
—L. C. B., Cincinnati, Ohio. 


The longer term possibilities of U. S. 
Rubber common stock cannot be under- 
estimated, when the progress of cor- 
porate rehabilitation over the past eight 
years is considered. At the close of 
1927, bonds, short term notes and 
bank loans totalled more than $141,- 
000,000 as compared with the Decem- 
ber 31, 1935 balance sheet which in- 
cluded bonds and notes of $60,221,200. 
With present easy money conditions 
and a sustained demand for sound in- 
.dustrial bonds there is always the pos- 
sibility that interest charges will be low- 
ered further by a refunding of present 
5% first mortgage bonds, the indenture 
of which contains certain burdensome 
restrictions. Total current assets, in- 
cluding $11,289,226 cash and market- 
able securities amounted to $62,545,527 
at the end of 1935 and current liabili- 
ties were only $15,266,616. Per share 
results in 1935 were distinctly gratify- 
ing under normal operating conditions, 
but because of non-recurring charges of 
$4,676,855, a deficit of $2.03 a share 
was reported as compared with a deficit 
of $3.93 in the previous year. Elimin- 
ating these non-recurring charges in 
both years, per share results would have 


equalled a profit of $1.74 against a 
deficit of $3.17, respectively. This show- 
ing amply demonstrates the results of 
the corporate rehabilitation which has 
been taking place over a number of 
years when you consider that profitable 
operations were attained in 1935 while 
extremely low tire prices prevailed in 
the industry. Of course, an item of 
$500,000 as a dividend from U.S. Rub- 
ber Plantations, its wholly-owned sub- 
sidiary, helps as this is the first divi- 
dend received from the company since 
the depression began. There is every 
reason to believe, however, that this 
subsidiary will be a potential factor in 
U. S. Rubber’s earnings in future 
years. The near-term future prospect 
is for a continuance of the improve- 
ment shown in 1935, as outbreaks of 
price cutting have subsided temporar- 
ily, and for the time being the major 
tire producers seem to be willing to par- 
ticipate peacefully in the increased de- 
mand for tires. In the past this has 
been the major reason for the chronic 
instability of the industry. The elimin- 
ating of cotton processing taxes is also 
a favorable factor in reducing tire 
costs, which combined with the cessa- 
tion of special discounts, issued to meet 
destructive competition for the greater 
part of last year, hold promise of mak- 
ing 1936 the most profitable year since 
the depression set in. We look for con- 
tinued improvement in the financial 
position of the company which will of 


course delay early dividends, but on the 
other hand it eventually will place the 
common stock in a position where rey 
ular disbursements can be made to 
stockholders. Although the issue has 
had a sharp rally in recent months, we 
feel present prices do not over-value 
the longer term possibilities for the 
company and further price apprecix 
tion will be the reward for continued 
retention of the shares. 


TEXAS GULF SULPHUR CO. 


I am pleased to note that the first-quar- 
ter sales have been better for Texas Gulf 
Sulphur. I would be interested in knowing 
if this trend should continue throughout 
the year, and if market improvement in the 
stock is now definitely in prospect.—P. 
McM. L., Chicago, Jil. 


Improved domestic business and 
sharply increased exports are responsi 
ble for the improvement in Texas Gulf 
Sulphur’s sales reported for the firs 
quarter of this year and it is estimated 
earnings are currently at about the sam 
level as in the final quarter of 193) 
when per share results amounted to 5] 
cents. Exports over a number of yeafi 
have averaged about 30% of total sales 
but this figure may be improved some 
what this year since Italy’s war venture 
undoubtedly places Sicilian sulphur 
producers at a disadvantage in regard 

(Please turn to page 53) 


When Quick Service Is Required Send Us Prepaid a 
Telegram and Instruct Us to Reply Collect 
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{8% Points in Minn.-Moline pf. 





(N Tuesday, April 7, we ad- 

vised our clients “Close out 
Minneapolis-Moline pf.” The 
werage price obtained was 71 
—appreciation of 1814 points 
wer the original purchase price 
of 5214. Only the day before, 
April 6, we had telegraphed 
‘Close out American Smelting 
above 85” accepting another 
profit of 233@ points. 


ly 6 points. 


These specific recommenda- 
tions illustrate further, not only 
the possibilities for sizable 





127% Points Profit This 
Year 


Already this year, on closed 
out commitments alone, our rec- 
ord shows total profits of 145% 
points against losses amounting 
to 18 points. The average profit 
for all commitments was near- 


Year in and year out our 
record has. been consistently 
outstanding. Last year, for ex- 
ample, we made available prof- 
its totaling 36414 points against 
443% points loss, or a net profit 
of 320% points. 

Enroll now to participate in the ex- 
tension of our profit record this year. 


lent opportunity to weed out 
your securities which may prove 
sluggish either through lack of 
favorable prospects or because 
they have been largely discount- 
ed. We would analyze your 
present holdings and advise 
which of them to retain and 
which to sell; a program, espe- 
cially adapted to your re- 
sources, aims and requirements, 
would be outlined in detail 
and thereafter, we would tell 
you, not only what to buy but 
when to close out each trans- 








profits that exist in the present 
market, but the manner in which under-valued 
situations are uncovered by our analysts. 


A Service Tested 
by Long Experience 


For more than seventeen years the FORECAST 
has been successfully guiding investors and 
traders in all types of market. Its subscribers 
are located not only in the United States but 
throughout the world. They must have mar- 
ket advisory counsel that will permit them to 
operate profitably, despite the handicap of dis- 
tance from the financial centers. That they 
find THE INVESTMENT AND BUSINESS ForE- 
(AST satisfactory is a tribute to its accurate pre- 
diction of market trends and its careful selec- 
tion of outstanding securities. 


The present market phase furnishes an excel- 


action. These commitments 
would be under the constant supervision of our 
market experts. 


Business Activity Forecasts 
Selective Near-Term Advance 


A background for sharply rising prices 1s 
provided by our Composite Index of Business 
Activity which is expected to average 18 to 
20% higher than the second quarter of last 
year—the best second quarter since 1929. Out- 
standing profit possibilities, however, will be 
concentrated in comparatively few stocks. 


Act now so that you may participate in the 
full benefits of this rise. Delay may mean lost 
profits to you; prompt action may mean several 
additional points. Mail—or wire us—your 
enrollment today. You may use the coupon 
below or wire us collect. 





MAIL THIS COUPON TODAY! 


90 BROAD STREET 


Code Book has had time to reach you.) 





THE INVESTMENT AND BUSINESS FORECAST, of The Magazine of Wall Street 
CABLE ADDRESS: TICKERPUB 


I enclose $75 to cover my six months’ test subscripton on The Imvestment and Business Forecast. I understand that regard- 
less of the telegrams I select I will receive the complete service by mail. ($125 will cover an entire year’s subscription.) 


Send me collect telegrams on all recommendations checked below. 


NEW YORK, N. Y. 


(Wires will be sent you in our Private Code after our 
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[ ] TRADING Short-term recommendations following {important intermediate market movements. Three 
to four wires a month. Three to five stocks carried at a time. $1,200 capital sufficient 
ADVICES to act in 10 shares of all recommendations on over 60%, margin. 
[ ] UNUSUAL Low-priced issues that offer outstanding possibilities for market profit. Two to three wires 
r a month. Three to five stocks carried at a time. $600 capital sufficient to buy 10 shares 
OPPORTUNITIES of all recommendations on over 60%, margin. 
[ ] BARGAIN Dividend-paying common stocks of investment rating, with exceptional price appreciation 
INDICATOR prospects. One to two wires a month. Threeto five stocks carried at a time. $1,200 
capital sufficient to purchase 10 shares of a Il recommendations on over 60% margin. 
J \'| Peer rrrerrrrrrrererereere reer rrr reer errr rrr er eCAPITAL OR EQUITY AVAILABLE. ......-.cecccccccrercsesccereece 
EE en a NT ee Poe ey ey eee ee EY eee Oe re i Re RE EE ee Re eC et ee OU. 
iy GPE Eee rie Tree) kare eee eee ks LS | RRC PEE EEL YO CET Tere ee eC ee Apr. 25 
Include a Complete List of Your Present Holdings for Our Analyses and Recommendations 
49 











What 7Z Stocks 


Do Experts Favor? 


Durinc the past 
four weeks the stock recommenda- 
tions of leading financial authorities 
have centered about 12 issues. The 
names of these favored stocks and 
the prices at which they are recom- 
mended are given in the current 


UNITED OPINION Bulletin. 


Experience has shown that stocks rec- 
ommended by three or more financial 
experts almost invariably show better 
than average appreciation. 


To introduce to you the UNITED 
OPINION method of stock forecast- 
ing—so successful during the past 
16 years—we shall be glad to send 
you without obligation this list of 
12 outstanding stocks—a list avail- 
able through no other source. ~ 


Send for Bulletin W.S. 35 FREE! 
UNITED BUSINESS SERVICE 


210 Newbury AE re Boston, Mass. 








—ATRT A _ 
LARGE STOCK 
MARKET PROFITS 


Last December we selected TIMKEN DETROIT 
AXLE as an outstanding bargain stock. It was 
then selling at 10%. Within two months it had 
sold above 17. Here, then, is a profit of 59% 
in approximately eight weeks. 
Of course, this is an unusually large gain to 
make in such a short time, but it demonstrates 
what can be done if you ferret out cheap stocks 
quoted at bargain prices. 
Such issues are hard to find. We have located 
another which appears especially promising. 
Earnings point definitely higher. The stock is 
listed on the New York Stock Exchange. Its 
action leads us to believe that it is due for a 
zood advance. It may be picked up now for less 
than $8 a share. 
The name of this stock will be sent to you 
absolutely free. Also an interesting booklet. 
“MAKING MONEY IN STOCKS.’’ No charge 
—no obligation. Just address: 

INC. 

¥. 


INVESTORS RESEARCH BUREAU, 
Div. 993, Chimes Bldg., Syracuse, N. 











NEW STOCK TREND DETECTOR 


This book by W. D. Gann—just off the 
press—contains new practical rules never 
published before, a weekly chart of 
Chrysler Motors, with actual trades made 
from 1925 to end of 1935, according to 
rules. Examples proved with 15 charts 
Price $3.00 prepaid. 


This book brings ‘‘Truth of the Stock 
Tape and Wall Street Stock Selector’’ 
up to date, giving a complete stock mar- 
ket education. Set of 3 books $8, with 
**Tunnel Through the Air’’ free. De- 
scription free. Ask for CA-34. 


FINANCIAL GUARDIAN PUB., CO. 
88 Wall Street, New York, N. Y. 














C@NTINENTALCANCOMPANY Inc. 
A regular quarterly dividend 
of seventy-five cents (75¢) per 

aah share en the cemmen stock of 
this Company has been declared 

Payable May 15, 1936, to steck- 

holders of recerd at the clese 

ef business April 25, 1936. Books will 
not close. 
J. B. JEFFRESS, JR., Treasurer. 
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Canadian Pacific............. 


Chesapeake & Ohi 


C. M. & St. Paul & Pacific....... 


Chicago & Northwestern........... 
Chicago, Rock Is. & Pacific......... 


D 


Delaware & Hudson......... 


H 
Hudson & Manhattan......... 


I 
Illinois Central............. 
Interborough Rapid Transit. . 


K 
| Kansas City Southern..... 


Lehigh Valley 
Louisville & Nashville. .. 


M 
Mo., Kansas & Texas..... 


| Missouri Pacific....... 





N 
New York Central..... 


. 2, Cane. & Gt. Lowis......... 


4 Y., N. H. & Hartford. 


N. Y., Ontario & Western. en 


Norfolk & Western . 
Northern Pacific. 


Pennsylvania............. 
Pere Marquette...... : 
Pittsburgh & W. Va....... 


a ees ee 


Ss 
St. Louis-San Fran..... 
Southern Pacific........ 
Southern Railway .. 


T 
Texas & Pacific........... 


Union Pacific........... 
Ww 


| Western Maryland... . 





Western Pacific............. 
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Alaska Juneau. . 
Allegheny Steel. 


Allied Chemical & Dye. 7 Pe 3 


Allis Chalmers Mfg.. 
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American Bank Note........ 


Amer. Brake Shoe & Fdy..... 


American Can 
Amer. Car & Fdy........... 
American Chicle............ 


American & Foreign Power.... 


Amer. Power & Light........ 
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Rolling Mill.......... 


Steel Foundries,...... 
Sugar = - 
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Amer. Woolen Pfd 
Anaconda Copper ene 
Armour Co. of Ili ; 
Atlantic Refining . 





and SR 
Aviation Corp. Del........... 
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Baldwin Loco. Works............... 


Radiator & S.S.......... 
Smelting & Refining.... ‘< 














1934 1935 1936 
High Low High Low High Low 
7434 4514 60 3534 865, 59 
54144 2414 «908714 S194 853%qis«8T 
3414 123, 18 14 244% 164 
447% 281, 463% 36% 504% 40% 
1814 10% = 184 854 16 10% 
485, 39/4 5344 37% 61 51 

84 3 % 2% 1% 
15 314 554 1% 4% 8% 
6% 13 25; 94 3 15% 
71314 35 434 2314 62 3634 
3334 14 191 11 234% 1534 
2474 93; 14 ™% 1754 1154 
3214 1214 35% 954 44 3214 
12! 4 514 234 5% 4 
3874 135, 2214 914 2874 1954 
1714 5144 2854 834 187, 1444 
1934 6% 14% 334 26 138 
2114 914 1114 5 14%, 814 
621 8734 643 34 1715 8714 
147, 43 636 83g 5G BG 
6 11 3 1 4 234 
454, 183, 2934 124, 421, «273% 
267. 9 19 6 3515 1734 
2414 6 84 25% 554 334 
115 44 6) 256 7% 51% 
187 161 18 158 235 «=210 
3644 144 254% 18% 36% 24% 
39% 20% 38% 17% ~~ 39 31% 
38 12 3414 9144 353, 29 
27 10 25 6% 414% «21 
563g 3514 48% 297, 4834 3514 
45¢ 1% 2 84 354 14 
33%, 14%, 8962514 1234 38%, 2314 
3614 1114 1614 514, 205, 137% 
4314 1814 2844 14 42 28 
. 1337, 90 111144 8214S s:«13814 10814 
174 % 1014 5% 122% «68% 
816 256 336 1% 4 2% 
e 7 
Industrials and Miscellaneous 

1934 1934 1936 
High Low High Low High Low 
347% 16 3714 38 3534 2514 

113 9134 173 10434 194 168! 
2374 165; 20! 138144 17% 14 
233% 15 32 21 3914 304 

1605; 11514 173 125 208 157 
233, 103, 33% 12 5014 3534 
20% 81116 = 2234 14 2815 2014 
555, 39 80 4815 12515 75 
2514 114% 3 4734 1315 5514 4214 
38 1914 4214 21 507%, 4214 

1143; 9014 1495g 110 13414 1153; 
337% 12 337% 10 41 323 
705, 4614 96 66 9515 88 
133, 37% 914 2 93; 7 
1214 3 954 114 1844 7% 
175% 10 25! 1014 273, 2014 
281; 1814 323, = 18 34 34 2814 
51144 301, 645, 315g 9115 5634 
2614 101; 25% 12 3334 2334 
72 46 7015 50% 8611, «5114 

12514 10014 1601, 98% 178 1553; 
89 67 107 7434 104 8814 
2754 1254 = 2234 7% 25% 2014 
8334 36 6834 3516 703, 60 
1734 10 30 8 3915 28 
634 314 6% 34% 734 434 
354 2116 28 204, 35% 27% 
573, = 1614 4514 15 5414, 401% 
1034 334 54 234 734 454 
16 43 3 144 6% 6 38 
4534 23 6654 8714 «7614S «6814 


PROMENADE 5 fawn ces none due 


Last 
ale 


4/15/36 


834 
2854 


2144 

4854 

127 

58 
2% 
38; 
2 


48 
1954 


1415 


38 


3754 


13214 


1014 
25% 


Last 
Sale 


a 4/15/36 


2576 
19 


Div'd 
$ Per 
Share 


2 


2.80 


Div’d 
$ Per 
Share 


+15 


When doing business with our advertisers kindly mention THE MAGAZINE OF WALL STREET 





I 


Beatrice C1 
Beech-Nut 
Bendix Avi 
Best & Co. 

Bethlehem 
Bohn Alum 
Borden Co. 
Borg Warn 
Briggs Mfg 
Bristol-Me' 
Burroughs 

Byers & Ce 


Commercia 
Comm. Inv 
Commercia 
Congoleum 
Consolidate 
Consol. Oil 
Container ( 
Continenta 
Continenta 
Continenta 
Com Prodt 
Crown Cor! 
Cudahy Pa 
Cutler-Han 


Deere & Ci 
Diamond \ 
Distillers C 
Dome Min 
Douglas Ai 
Du Pont de 


Eastman K 
Electric Au 
Elec, Powe 
Blectric Ste 
Endicott Jo 


Fairbanks, 
Firestone 7 
First Natio: 
Foster Wh« 
Freeport T 


General Ar 
General Ba 
General El 
General Fo 
General M 
General M 
General Re 
General Re 
Gillette Sa: 
Glidden .. . 
Gold Dust. 
Goodrich C 
Goodyear ‘ 
Great Wes 


Hercules P 
Hudson M. 
Hupp Mote 


Industrial } 
Ingersoll-R 
Inter. Busi: 
Inter. Cem: 
Inter, Harv 
Inter, Nick 
lnter. Tel. 


Jewel Tea | 
Johns-Man 


Kelvinator 
Kennecott 
Kroger Gre 


lambert . . 
lehman Cc 
libbey- Ow 








ge [Price Range of Active Stocks 


2,80 


Div’d 
$ Per 
Share 
t.15 


+5 








Industrials and Miscellaneous (Continued ) 





1934 1935 1936 io ti 
P “~ ~ a ale $ Per 
B High Low High Low High Low 4/15/36 Share 
a an on ee 7 ae Sr or 
3 -) t Pe ° ee re: % /2 
pendix Aviation...... ; eee 934 2416 11% 3134 9-254 3134 1 
= hong ; 4 LS eee ere ee a He era 3154 57% i rH 2 
Bethlehem Steel..... a WietrPaes eeG 4 (3 1% 6334 5246 6154 
join Aluminum... . ira Ro ie 685, 4414 59% 3954 631% 52 53% 3 
pelos Company auere aie roe Oe ee ot! 19% aa38 33% boty oe tad 1.60 
Borg Warmer......... Seams SEE 3134 4 0% 814 316 4 3 
bigs Mig....................... 98% «1B 3G 883GGAGE_CCSYG BAG *2 
Bistol-Meyers........ ae sos OS 26 42 303% 4814 41 46 5 
Burroughs Adding Machine......... 19%% 104% 28 1344 33144 2554 29 *.60 
Byers & Co. (A. ML)..... Pisce) 1334 2054 1134 2544 19% 2154 a 
Cc 
(aliforaia Packing..... .... 4% 1834 4214 3014 375% 3244 33 1.50 
Canada Dry Ginger Ale. er 12% 1754 8% 1644 13 13% 
(280) Je De... see se sees ee cee es .. 8634 35 1114 4534 172 9234 170% 
Caterpillar Tractor.... ere, 23 60 3614 79 5434 77% 2 
Celanese Corp........ erates 447% 17% 3534 1914 32144 2614 27% t.50 
Cerro de Pasco Copper. Peat ass 4414 3014 6534 3854 58 4734 5614 4 
Se 5 48% 34 6114 36 74144 «59 6514 3 
ergy Sabie sasacs a Pars aa 2914 4d $1 the =s = $ 
iran ei din «4.6 .s «le < nctw aos 6 5 3 72 7 
onion... me is 21 183 3046 174 rH 50 
Columbian Carbon...... Deere 11%4 58 10114 67 134 94 127 *4 
Colum. Gas & Elec...... Nich eee 654 1534 334 215g 14 2014 1.20 
Commercial Credit...... : cos ok 1854 58 3914 564 44 5614 2.50 
Comm. Inv. a ee 61 3534 72 5614 727%, 55 7134 *3 
Commercial Solvents............... 3634 1534 23% 1614 245g 19 1954 .60 
Congoleum-Nairn....... ee ete a 353% 22 27 4534 4444 3514 38 1.60 
Consolidated Edison of N. Y......... 473% 18144 3434 15% 385, 305% 33% 4 
Gesel, Olt. eee eg 1414 114 ay af”? Foy 11% 18% t.25 
Container Corp. i fs : nea SI 4 % 4, : 
Cintinental Can... IT) dig = 668Z 99 gag ag T8ig 79 3 
Continental Insurance. . eet 3614 23 34 447% 2874 46 3934 42 *1.20 
Continental Oil... .. os eee 15%4 35 15% 384, 33% 3414 1 
Com Products Refining ene or 8415 6514 7834 60 7814 6814 76 3 
Crown Cork & Seal.... eer. 1824 487% 2314 6334 4354 62% 1 
mt ene eee : 5254 37 - 4% 35% 4414 ai 40% 2 : = 
wtler-Hammer..... RA 2114 11 4 16 65 4314 58 }. 
D 
se ate. dager Sse: ee 10% 5834 2234 8914 52 8416 sates 
on ee i iitacate 21 41 261% 404% 36 36 *1.50 
Distillers Corp.-Seagrams . Lomias: 8% 3814 1354 345g 22% 231% oo 
Dome Mines.......... ees aee 4614 32 4474 341% 523g 414% 4414 2 
MRE REE iio ct civ ed wees 2814 144% 5834 17% 7534 5054 647% ae 
Du Pont de Nemours... aso k a: 80 14614 8654 153 138 150 3.60 
Eastman Kodak caabeue ¢ eS na ey xdoacd 116% 79 17214 11014 17044 15614 165 *5 
ng omg Soe = _* 6] ett 44% 4. 14 1.20 
ec. Power Rows Op cis cea Ke 5% 4 6 4% 16% 3% 154 a 
Barc Storage Battery..0...0000... 8 ‘ 34 589 38 551, 4854 49 ‘2 
ndicott Johnson Corp...... eee 3 6 5234 69 6214 6 
F 
Fairbanks, Morse AS ee eee ery 18%4 7 39% 17 6334 3434 51 a 
Firestone Tire & Rubber............ 2544 13% 2514 131% 834, 24% 3114 1.20 
First National Stores............... 6914 53 58% 4434 484, 40% 44\6 2.50 
_ eee Bi a Ba BRB 
RRA eee ae % 7a “4 “A, 78 2 2 
G 
General Amer, Transpt............. 4354 30 481, 3254 63 AT 4734 1.75 
General TIAMELIT 5 <'o0's'e 6:0 0031410 # 4.610019, 1434 644 1334 73% 143g 12 1254 60 
General Electric......... erie, 16% 40% 20'% 41% 36% 407% | 
General Foods........... — 28 3714 30 38734 333% 37 1.80 
ec a eee sates ="? 3454 72% 5976 70% 5974 63 ae 
BEL ME Sisigediscs suas ecicee 2454 593, 2654 71 53% 6934 K 
General Railway Signal... is0eas Mee 23% 4114 1554 50 3914 4214 1.00 
ag cera oe een ‘ ose OOH 10% 3314 16%4 44144 331% 401% +.50 
illette Safet: ce tiene, See 4 1914 2 1854 3% 1654 1.00 
— ‘Titt 9g3¢ 1852 493, 333% BBS asi 6232-200 
dg i w: Ky PE pr eee 2 16 = 14% 21% 1952 19\% 1.20 
mch Co. (B. F.)...... PEE 8 144% 1% 237 1354 2334 aa 
Goodyear Tire & Rubber...... ‘Ti. 413g 18% 8674S «1534 8174 «88g 818% = 
Great Western Sugar....... ... 85% 25 347% 2654 39 31 341% 2.40 
H 
Hercules Powder................++. 8154 59 90 71 10514 84 10114 *3 
ag hema ON a aks oes 0d 40 Bien 244 fh] 17% 614 19% 15 _ ae 
a oer rrr re 14 % 3% 34 314 1 4% 
I 
Sania! Bayon SE SAO ee eae wai6 4 ’4 n’* 2314 3454 4 32 1 : 
LL GEESE each 334 914 60% 147 11 1254 . 
Inter. Business Machines........... 164 131° 19014 14914 18514 173 18334 “6 
CSCS RS rere 3734 18%% 36% 22% 4934 3516 47° 1.50 
MO MIRIWDREOR <6 .céy:ns.0s vw vcs csie 467% 2314 6554 341% 8914 5665, 8734 1.20 
PMN ES cocci ics cuweacces: em 21 4714 2214 5444 44% 4954 1 
Inter. Tel. & Tel........ tes SEE 1% 14 55% 194 13 1534 oc 
J 
PE PRD ociss adv oiowesaies see, 33 67 49 7714 «5814 74 4 
Johns-Manville......... Ue nuns enters 6634 39 9914 3814 129 9416 11214 2 
K 
MEET ais oS ha e454 Cesc 21144 1154 1814 1014 2554 1434 2314 * 50 
Kennecott Copper.............-.ee+ 23 1¢ 1 3034 1334 415g 2814 4034 1 
oger Grocery & Baking........... 335% 2314 321% 221% 28 2314 24 1.60 
L 
lambert a ds eae aa 3134 sae 2814 2134 2674 = 2214 2 
Eee Creer ae 6814 9534 67% 10084 4 98 3 
libbey-Owens-Ford ee Oe 437% 2214 4914 214 6314 4714 YY 2 
liggett & Myers Tob. B.. eye. | 7444 120 9414 1164 97% 103 4 
No ia naic ner 37 20% 55% 314% 547% 4516 4554 *2 
loose-Wiles Biscuit .. . 4434 3314 4154 33 45 4014 2 
Sass eich iia Seok wie dwg obese 2214 1534 2614 1814 264% 21% 2214 1.20 
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COMPREHENSIVE 
BROKERAGE SERVICE 


As members of the principal 
exchanges we are in a position 
to be of service to you in the 
purchase and sale of Stocks, 
Bonds and Commodities. 
CASH OR MARGIN ACCOUNTS 
IN FULL OR ODD LOTS 


“Booklet M,” giving trading requirements 
and other information, sent on request. 


J.A. Acosta & Co. 


Members 


New York Stock Exchange 
N. Y. Curb Exchange (Assoc.) 
New York Cotton Exchange 
New York Produce Exchange 
N. Y. Coffee & Sugar Exchange 
Chicago Board of Trade 
Commodity Exchange, Inc. 
New York Cocoa Exchange 


60 Beaver St. New York 
Phone BOwling Green 9-2380 




















Complete Investment 
and 
Brokerage Service 


Leaflet explaining Margin re- 
P 
quirements sent on _ request. 


MCCLAVE & Co. 


MEMBERS 
New York Stock Exchange 
New York Cotton Exchange 
New York Curb Exchange (Associate) 
67 Exchange Place, New York 
Telephone HAnover 2-6220 








BRANCH OFFICE 
254 Park Ave. at 46th St.. N. Y. 
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Full Lots * Odd Lots 





Lapham, Fahy & Co. 


Members New York Stock Exchange 


29 Broadway, New York 


Uptown Office Boston 
522 Fifth Ave. 21 Congress St. 





Stocks * Bonds * Commodities 


Commission orders executed for 
cash or conservative margin 

















POINTS ON TRADING 
and other valuable information for investors 
and traders, in our helpful booklet. Oopy 
free on request. Ask for booklets MC6 
Accounts carried on conservative margin. 


(HisHOLM & (HAPMAN 


Established 1907 
Members New York Stock Exchange 
52 Broadway New York 




















Odd Lots—100 Share Lots 


Booklet M.W. 801 upon request 


| John Muir& (0 


Established 1898 
Members New York Stock Exchange 
39 Broadway New York 
2 oom 
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Dividends & Interest 











Notice to our 
63,284 
stockholders 


Dividend* of 45 cents per share 
will be paid on no-par common 
stock May 15, 1936, to stock- 
holders of record 3:00 P. M. 
April 27, 1936, without closing 


the transfer books. 


J. S. Prescott, Secretary 
€ 
*57th Dividend 


Among the products of General 
Foods are: Maxwell House Coffee 
—Post Toasties—Grape-Nuts— 
Postum—Post’s 40% Bran Flakes— 
Baker’s Premium Chocolate— 
Swans Down Cake Flour—Diamond 
Crystal Salt—Calumet Baking Pow- 
der—Baker’s Coconut—Sanka Cof- 
fee—Jell-O—Minute Tapioca— 
Grape-Nuts Flakes—Log Cabin 
Syrup—Certo—La France—Satina— 
Baker’s Cocoa—Whole Bran Shreds. 


GENERAL 


FOODS 


250 Park Avenue, New York City 
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Z>>> 


ma<<< 








— 





To the President of a Dividend- 
Paying Corporation: — 


Why should you publish your divi- 
dend notices in The Magazine of 
Wall Street? 


You will reach the greatest number of 
potential stockholders of record at the 
time when they are perusing our magazine, 
seeking sound securities to add to their 
holdings. 


By keeping them informed of your di- 
vidend action you create a maximum 
amount of good will for your company, 
which will result in wide diversification 
of your securities among these influential 
investors, 


Place The Magazine of Wall Street 
on the list of publications carrying 
your next dividend notice! 
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When doing business 





New York Stock Exchange 
Price Rangeof Active Stocks 


Industrials and Miscellaneous (Continued) 

























1934 1935 1936 ie 
M High Low High Low High Low 4/15/36 
Sarre ror 41 3054 185% 27 i 35 
RD a avn uss a'so\clansar' 6% 50% 62 35 5714 8014 49% 42 437% 
= Saye c isto sees a osx 40 23 337% 2334 3634 30 32 
OEM os acco oecc ee 4534 30 5734 35% 6314 465 474 
Me tyre, Porcupine................ 50144 301% 455% 333, 49% 395 414% 
McK -) | 3s? 79 121 90% 118 103 110 
Sea 34 20% 4254 241% 5034 405 4854 
Monsanto Chemical................ 96 39 9434 55 103 89 99 
eS eee 35 20 40% 213% 4544 35 4354 
N 
OS a ee 824% 125 19% 11 21% 17% 20% 
ee aaa 49 25 363 224% 38% arid 4 
National Cash pete atapik ks ah 23 12 23 13% 30 21 26% 
National Dai: . 183 13 22% 12% 254% 21% 2314 
National Distillers. . . 815% 16 4 23% 33% 28% 31% 
National Tes . 170 135 6 45 5 204 30214 
National Power & Light . 15% 654 1434 4% 14% 9% # «114% 
National Steel..... 6814 3414 8334 40% 76 6444 6514 
. Y. Air Brake. . 28% 11% 3614 18% 42 3244 39 
North American . 254% 10% 9 82% 25% 29 
SS See eer 193% 1214 2654 11% 323, 2414 29 
SORE ATL AOMAOS oo. onc ciccscesccces 94 9 80 128 16214 
P 
Pacific Gas & _— Oy Pepe ey Tee 2314 123 3154 18% 3954 30% 874 
EE os bi oases oy e.e's 2034 56 9 66% 49 534 
Packard weed CO cnt eaeesh oa 654 2% 1% 3% 13 6% 11% 
Penney — wig iG BTM 0 68 ois 
enney (J. C.)... 4, i, 4 72 
Penick & Ford... 445 81 6414 73 64 6954 
Phelps Dodge...... 18% 13 28% 12% 404% 26 3934 
Phillips Petroleum. . 2037 18% 1334 49% 38% 4614 
Pillsbury Flour Mills . 3434 1814 31 87344 33 4 
Procter & Gamble. . “4% 3314 5334 4234 49 445 4614 
Public Service of N. J 45 4634 203% 4834 40 41% 
PE casichcesnnss ase 59% 354 627% 2934 4814 36% 34 
R 
Radio Corp. of America............. 9% 444 1334 4 14 11% 1214 
Radio-Keith-Orpheum.............. 4% 1% 6 14% 9 5 65% 
Raybestos-M: RR eons 23 1444 304 1614 384, 28% 874 
Re “Seen 133% 6 2034 7 2334 19% 2414 
oS aaa 2534 10% 20%, 9 2634 18 yy 
Reynolds (R. J.) Tob. CI. B........ - 58% 3934 67 5544 585¢ 61 6244 
Ss 
Safeway Stores 3844 3154 8514 3354 
Schenley Distillers 3874 17% Y% 2 2 4314 441, 
Sears, Roebuc 6144 $1 697% 31 6914 59 66 
ae 9 4% 17 75% 2214 1554 20% 
Shattuck (F. G.) 13% 634 127% 74 1634 11% 15% 
Shell Union Oil.. 1% 6 16% 5% 194% 15% 174% 
Socony-Vacuum Corp.. 19% 121% 1534 1054 17 14 15 
OS. | OO “eee 22% 10% 7 1054 2834 265 2734 
a eee 1634 437% 17% 74 
Standard Brands.. Terre. SG 174% 19\% 124% 18 15% 16 
Standard Oil of Calif... 22212222 /2: 427% 2614 41% 2734 475, 39% 437% 
Standard Oil of Ind................ 3234 2314 833% 23 404% 3234 3734 
Standard Oil of N. J.. : .. 50% 3944 52% 3534 70 614% 
Sterling Products.................. 6614 4744 5834 7134 0 
Stewart-Warner................... 10% 44 187% 65% 24 17% 2354 
Stone | EES eae ei eee 134 8% 15% 2% 214% 14% 1934 
SRO bres has ao s5.ksa owe ca 7414 614 77 6012 91 72 5 
OTE ee 2934 1954 3014 16% 3914 28% 381% 
Texas Gulf Sulphur................ 434% 30 8634 2834 3834 3 3434 
Tide Water Assoc. Oil.............. 14% 8 15% 154 19% 143% 17% 
Timken Roller Bearing... oR aay Eee 41 24 721% 2834 72144 65% 6834 
te ere eeaee 6% 3 84% 1% 2 1% 10 
Twentieth Century-Fox............. iets re 24% 13 3234 2254 274% 
U 
Underwood-Elliott-Fisher........... 587% 36 874 5334 99 86 1% 9. 
Union Carbide & Carbon............ 650% 857% 7534 44 8834 7154 8514 
LO 2 aaa eee 2014 11% 24 14%4 2814 23% 2514 
United Aircraft .. stata Seah ok Seek 0 814 30 3% 9% 32% 24% 2516 
SI IO 2 isis 675 a crue ks rs o's 3h 50% 35 46 79144 68 7834 
J Sr SS ee 8% 2% 734 1144 914 616 6% 
United Corp. Pfd. SPEP ree 2144 4534 2034 4734 4234 4414 
United Fruit... eS eee 59 9234 6014 79 A 73% 
United Gas Imp...........0..2..... 20% 114 18% 9 19} 15% 16 
LEE SS eS eerie 514% 3414 40144 110144 85 101 
Ss Industrial nae 6434 2 5054 351% 59 39 5434 
U. S. Pipe & Fdy 33 1544 2254 1434 38446 21% 3714 
Jet ae eae 24 11 17% 9% 35 1634 3454 
U.S Smelting, Ref. & Mining....... 141 9654 12414 9134 96144 844 91 
tN Se area 59% 29% 5054 2714 7233; 463% 10% 
U. S. Steel Pfd 9914 674% 119% 73% 13234 11514 130% 
RNR spoon kscuseaxaescko oss 3134 14 21% 114 274% 20% 225% 
WwW 
Warner Brothers Pictures........... 8% 234 1034 24% 1454 934 11 
LE eee 66% 2914 77% 2054 95 12% 87 
Westinghouse Air Brake............ 6 15% 3534 18 48144, 3434 44\6 
Westinghouse Elec. & Mfg.......... 474% 27% 9834 3254 122% 944% 121 
Woolwo SS AS eee 514 414 6514 61 563g 473% 48 
Worthington Pump & Mach......... 31% 1344 2544 1134 3544 231% 3144 
Ry Ts BE) ooo os ic 0s 00 500050 76 6416 8234 7334 79 75 rf, 7634 
* Annual Rate—not including extras. { Paidlastyear. { Paid this year 
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Answers to Inquiries 
(Continued from page 48) 











ales and shipments. While this is only 
a temporary factor, the export pros- 

over the near term and consider- 
ably brighter for American producers. 
Domestic consumption of sulphur and 
sulphur derivatives follow the trend of 
business activity closely and since the 
wtlook is improving for the paper, 
textile, petroleum refining, iron and 
seel, and chemical processing trades, 
which use the larger port on of sulphur 
products, it is logical to anticipate fur- 
ther consumption gains this year. Full 
year results in 1935 of $1.94 per share 
almost equalled current dividend pay- 
ments of $2.00 per share as compared 
with earnings of $1.81 per common 
share in 1934. Furthermore, this im- 
provement is based on the enlarged cap- 
italization of 3,840,000 shares, which 
was increased in 1934 from 2,540,000 
shares. The new stock was given in 
payment for ownership of properties 
formerly operated on a royalty basis. 
As of December 31, 1935, total cur- 
rent assets of $25,945,694, of which 
cash and U. S. Treasury notes aggre- 
gated $10,190,107, compared favorably 
with current liabilities of only $1,956,- 
454. The capable management of Texas 
Gulf Sulphur has succeeded in improv- 
ing the longer term prospects of the 
company during a trying period by the 
increase of its own sulphur reserves and 
the elimination of royalty payments 
This will be an important factor in 
future earnings since the margin of 
profit increases directly with the volume 
of output. 

With a further increase in sales vol- 
ume anticipated throughout 1936, the 
current dividend is practically assured 
and the stock is not over-discounting 
the future possibilities of the company 
from a longer term viewpoint. When 
considering the stable nature of the 
company’s business and its strong finan- 
cial condition we believe the issue holds 
attraction as an income producer with 
definite future appreciation possibilities. 


NATIONAL DAIRY PRODUCTS 
CORP. 


_ Do you believe the uptrend lately seen 
® National Dairy Products will continue 
— Would you continue to hold 200 
shares averaging 143%4°—T. J. M., New 
York, N. Y. 


In line with recovery of general pub- 
lic purchasing power, net sales of Na- 
tional Dairy Products Corp. contin- 
ued the uptrend established in 1934, 
with the result that net profit to- 
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This advertisement is neither an offering for sale nor a solicitation of offers to buy these securities. 
The offering is made only by the Prospectus dated April 8, 1936. 


The Flintkote Company 
330,614 Shares 
Common Stock 


of which 281,914 shares are being offered 
initially by the Prospectus. 


Price $47.25 per share 


Copies of the Prospectus may be obtained by application from the undersigned, or from the several 
Underwriters listed in the Prospectus, only in states in which such Underwriters are qualified to act 
as dealers in securities and in which such Prospectus may legaily be distributed. 


Lehman Brothers 


Hallgarten & Co. White, Weld & Co. 
Dominick & Dominick Chas.D.Barney & Co. Ladenburg, Thalmann & Co. 
Shields & Company Hemphill, Noyes & Co. Cassatt & Co. 

Laurence M. Marks & Co. ee 
April 8, 1936 
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talled $9,338,205, equal to $1.38 on 
the common shares, after preferred 
dividend requirements. This compares 
with $6,551,930 or 93 cents per com- 
mon share in 1934. The most recent 
favorable development for common 
stockholders is the refunding of the 
present $65,839,500 of Debenture 
44s, of 1948, by an issue of $62,545,- 
500 of 334% Debentures, due 1951, 
and the borrowing of $7,000,000 from 
banks at 244% interest for five years, 
payable in semi-annual instalments. The 
new debentures will have common stock 
warrants to purchase, one share of com- 
mon stock at $25 per share until May 
1, 1938, and at $28 per share until ex- 
piration on May 1, 1940, for each $100 
principal amount of debentures. Com- 
mon stockholders have the right to pur- 
chase debentures at the rate of $500 
principal amount for each 50 shares 
held. While the indebtedness of the 
company will be increased by $3,706,- 
000 as a result of the refunding, total 
interest on the new debt will be nearly 
$1,000,000 less than on the old funded 
debt. This roughly amounts to 16 cents 
per common share. As the largest unit 
in the trade, the company will only be 
moderately capitalized under the new 
setup and for the year ending Decem- 
ber 31, 1935, the company’s balance 
sheet maintained its usual liquid posi- 
tion when cash alone of $22,039,090 
more than covered total current liabil- 


ities of $19,250,154. As a result of 
the improvement in all divisions of ac- 
tivity in 1935, the company attained 
the nearest approach to normal opera- 
tions since 1931. Further advances in 
industrial employment and _ increased 
payrolls are in prospect for the present 
year and should result in a further ex- 
tension of the upward trend of earn- 
ings. While increased operating costs 
may, to some extent, retard the ac- 
celerating earning power somewhat, the 
longer term prospects for the company 
are distinctly favorable. The present 
$1.20 dividend offers an attractive yield 
and on the basis of the current satis- 
factory return and longer pull market 
possibilities, we advise further reten- 
tion of your holdings. 


GENERAL RAILWAY SIGNAL 
Co. 


With General Railway Signal selling 
back 4% points from its 1936 high, I am 
wondering if the possibilities for the next 
few months are such as to warrant hold- 
ing it, or if it would be better for me to 
take fifteen points profit at the present 
time.—G. L., Dayton, Ohio. 


Due largely to the completion of 
work on the New York City Subway, 
General Railway Signal Co. started the 
current year with unfilled orders con- 
siderably below those shown at the 
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close of 1934. Nevertheless, there are 
definite prospects that the company 
will be able to show higher earnings 
this year than last, when the equiva- 
lent of $1.75 a share on the common 
stock, after preferred requirements, 
compared with a deficit equal to $1.50 
a share in the preceding year. This is 
based upon the improved earnings 
status of the railroads and their con- 
sequent better position to place orders 
for equipment. During recent years 
the company has had to depend almost 
entirely on replacement orders, which 
naturally were held at a minimum by 
the strained finances of the carriers. 
However, there was some improvement 
noted in 1935 in total replacement 
bookings, although this was still well 
below average. Since the railroads are 
particularly anxious to cut costs, there 
doubtless will be an expanding demand 
for the various control and signal sys- 
tems offered by the company. In many 
instances these permit savings of as 
much as 50%. The financial status of 
General Railway Signal has been well 
maintained and at the close of 1935, 
current assets totalled $4,816,372, in- 
cluding cash of $1,228,899, and current 
liabilities were $459,754. Preceding 
the 321,030 shares of common stock 
outstanding at the end of the year, were 
23,038 shares of 6% preferred stock, 
par $100. In the past, the company has 
shown sizable per share earnings on its 
common stock, these having amounted 
to $8.25 in 1929. In view of the fact 
that maintenance of railroad properties 
has been held at a minimum during the 
depression years, it seems logical to as- 
sume that there are a tremendous num- 
ber of potential orders which will be 
released just as soon as finances of the 
roads permit. General Railway is well 
situated to participate in such business 
and with products manufactured of the 
cost reducing variety marked earnings 
gains should be registered ultimately. 
It is primarily on that basis that we 
recommend maintenance of your long 
position in the stock, despite the fact 
that the present income return is only 
about 2.3%. 


STUDEBAKER CORP. 


I bought 100 shares of Studebaker Corp. 
at 9% on the basis of your analysis last 
November. Now that I have 5 points 
profit I am wondering if this stock pos- 
sesses further speculative possibilities. 
Your views will be appreciated —A. F. C., 
Rochester, N. } 


Although Studebaker Corp. for the 
period from March 9, 1935, to Decem- 
ber 31, 1935 showed a somewhat larger 
loss than reported by receivers for the 
year 1934, the management has stated 
that the favorable reception enjoyed by 
the new 1936 models was not fully re- 
vealed in the report. For the period 
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from November 1, 1935 to February 
29, 1936, there was a marked gain in 
sales of both passenger cars and trucks. 
For the first quarter of the current year 
retail deliveries ran some 56% ahead 
of the like interval of the preceding 
year and continuance of this improve- 
ment is at least in near term prospect. 
Reorganization of the company in 
March of 1935 concluded the two-year 
receivership and placed the company on 
a sound financial basis, with a simplified 
capital structure; there are now only 
2,140,869 shares of common stock pre- 
ceded by $6,843,804 6% convertible 
debentures. The 1935 year end balance 
sheet showed net working capital of 
$6,758,586, with cash alone amounting 
to $5,160,352. It has been estimated 
that the company under present condi- 
tions can operate profitably with pro- 
duction ranging from 6,000 to 6,500 
cars monthly. March production fig- 
ures suggest that the organization is 
now in the “black” and, if demand is 
further extended, very worth while per 
share earnings could easily be shown. 
Of course, the competitive situation is 
keen and organizations such as Stude- 
baker are hard pressed to hold their 
own with the better entrenched Ford, 
Chrysler and General Motors. How- 
ever, the evident success of the present 
management thus far suggests that 
further gains in the industry as a whole 
will be participated in by the company. 
We accordingly again recommend fur- 
ther holding of your stock despite the 
very worth-while profit which you now 
enjoy. 


FRANK G. SHATTUCK CO. 


I am indeed pleased I held my Frank 
Shattuck. shares on your advice when ] 
wanted to sell last October, as I now have 
over 5 points profit. Would you please ad- 
wise me now on its probable progress 
from here? W. S., Boston, Mass. 


With the report for the year 1935 
Frank G. Shattuck & Co. showed net 
sales at approximately $17,700,000, con- 
tinuing the improvement registered since 
the low of the depression year 1933 
($15,000,000). Even in that year, how- 
ever, the company had a net income 
equal to 26 cents a share after deprecia- 
tion and taxes. In 1935 the net income 
about doubled the 1933 figure, being 
equal to $698,000 or 55 cents a share on 
the outstanding stock. More than any 
other factor, the improvement in volume 
of sales and earning power is attribut- 
able to increased public purchasing 
power, and so long as that prospect con- 
tinues this concern should be benefited. 
Frank G. Shattuck & Co. was incorpo- 
rated in 1906, an outgrowth of an older 
business, and over a period of years has 
established a reputation and maintained 
a standing with the public such as to 


make the factor of competition one of 
relatively minor importance. The com, 
pany operates about 40 stores located in 
New York City, Boston, Syracuse 
Newark, New Jersey and Philadelphia. 
The stores are equipped for the comfor 
and convenience of patrons and the 
completion of air-conditioning in al 
stores will stimulate business in the sum. 
mer. The exclusive use of the name 
“Schrafft’s” was included in the pu. 
chase of W. F. Schrafft & Sons Corp, 
in 1929, and agencies to sell the prod- 
ucts of its candy and ice cream fac 
tories were acquired in 1930. The com 
pany also maintains a large bakery and 
laundry. These are elements in reducing 
operating costs and make for efficiency 
and stability of profit margins. Main 
tenance of a strong financial position is 
characteristic of the reports issued by 
this company, and the capital structure 
is simple, consisting solely of 1,269,170 
shares of capital stock (no par value). 
There are mortgages outstanding on 
real estate properties to the extent of 
$725,000. In the outlook for the imme. 
diate future it is reasonable to expect 
continued expansion in volume in line 
with widespread improved public pur 
chasing power, helped by progress this 
company is making in expanding its 
own facilities. In view of this prospect 
we believe continued retention of your 
holdings is fully warranted. 


AMERICAN CHAIN CO. 


Are the prospects of American Chan 
such as to warrant further retention of 
its common stock, purchased at 4144? To 
what extent would the common and pre- 
ferred stockholder benefit by the plan said 
to be under consideration for a capital re- 
adjustment to take care of unpaid dive 
dends on the preferred tissue?—C. R, 
Scranton, Pa. 


At its inception in 1912, American 
Chain Co. began a program of expan 
sion, acquiring numerous manufacturing 
concerns in this country, Canada and 
England, and as now constituted isa 
recognized leader in its field. 

The products range from _ lightest 
weight chain to heavy strand. The ex 
pansion program has been a gradual 
process, marked by conservative finan 
cial management, maintenance of a 
strong cash position, and a policy of 
liquidating capital obligations whenever 
feasible, and conservative accounting 
practice which report earnings after 
generous allowances for depreciation 
and amortization. The balance sheet at 
the close of the year 1935 showed total 
current assets of approximately $9,400, 
000 against current liabilities of only 
$1,300,000. During the year 1935 the 
company called the entire issue of 6% 
Collateral Trust Notes outstanding, 
partly by refunding at private sale 
serial notes at lower interest rates. Earn 
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ng power reached a peak in 1929, 
when the company reported operating 
come Of about $5,300,000. Since the 
bw point in the depression year 1932, 
when a deficit from operations of ap- 
proximately $1,600,000 was shown, 
gerating income has been reported at 
shout $1,000,000, $2,000,000 and 
$3,000,000 successively in 1933, 1934, 
yd 1935. Earnings in 1935 were re- 
ported at $4.11 a share on the common 
tock after allowing for preferred divi- 
dend requirements. As of April 1, 1936, 
dividend accumulations on the preferred 
sock totaled $22.75 a share, and the 
gmpany is reported as considering a 
plan of capital readjustment to elimi- 
nate these arrearages. The effect of an 
aquable plan would be beneficial to both 
preferred and common stockholders, 
ince it would discharge the contractual 
obligations to the preferred stockholders, 
and clear the way for dividend consid- 
eration on the common stock should fu- 
ture earning power justify such action. 
The position of this company from a 
trade standpoint justifies the expectation 
ofa continuation of the uptrend already 
established in earning power. It can 
look to a wide field of increasing indus- 
trial activities for larger sales volume. 
While the automobile business is an 
important contributor to earnings, other 
lines such as building, railroads, and 
construction industry can be depended 
upon to place a considerable volume of 
business with this company. Recently 
the company received a contract for 
1,500,000 feet of special bridge wire for 
use on the lower Mississippi River Flood 
Control Project. With its long experi- 
ence and efficient plant facilities, the 
prospects for American Chain are favor- 
able. We recommend retention of your 


holdings. 


UNION CARBIDE & CARBON 
CORP. 


Do you believe the speculative possibil- 
ities of Union Carbide & Carbon shares 
are such as to merit their retention as an 
mvestment when the yield at current 
prices is but 2.3%? Are increased divi- 
dends and higher prices an early possi- 
bility,—-W. W. S., Los Angeles, Calif. 


The earnings report of Union Carbide 
€ Carbon Corp. for last year was the 
best recorded in any year since 1930, 
with the equivalent of $3.03 a share on 
the capital stock comparing with $2.28 
in 1934 and $1.59 for 1933. Because of 
the diversity of companies and busi- 
nesses using the products manufactured 
by the company, its earnings tend 
to closely follow economic trends. The 
steel industry represents the company’s 
Principal consuming outlet, and the 
earnings recovery registered last year 
was achieved in spite of the continued 
low level of operations in that field. This 
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Wels PASSING OF 
Wis INANE DbIE 


Twenty YEARS AGO, the wise car driver 


carried a nail file toclean the platinum points in the distributor. 


Today, the nail file is banished from the automobile tool kit. 
Tungsten points, developed in the General Electric Research 
Laboratory, in Schenectady, N. Y., have replaced soft and 
expensive platinum. There is little need to file tungsten points. 
Hidden away, requiring no attention, they break electric cir- 
cuits half a million times an hour and save car owners millions 
of dollars a year. 


Is this all G-E research has done for 24 million car owners? 
No! It has given new welding methods—and a stronger and 
safer car at lower cost; Glyptal finishes—and the expense of 
repainting your car is postponed for years; headlights and 
highway lighting — night driving becomes safer for motorist 
and pedestrian. 


Every product that carries the G-E name has built into it the 
results of G-E research. Other industries—and the public that 
buys the goods of those industries—have benefited by this re- 
search, that has saved the American people from ten to one 
hundred dollars for every dollar it has earned for General 
Electric. 


GENERAL @ ELECTRIC 


35 


was made possible by the constantly ex- 
panding demand for older lines and also 
by the fact that the active research pol- 
icy of the organization has multiplied 
the number of outlets through develop- 
ment of new products and uses. Last 
year, sales of oxygen and acetylene for 
welding and cutting purposes were the 
best in the history of the company. 
There was also a pronounced gain in 
sales of ferro-alloys which are finding 
increasing application in airplane con- 
struction, structural steel, equipment 
for chemicals, stainless steel trains and 
numerous other fields. Indications are 
that this branch of the company’s busi- 
ness will assume a much greater impor- 
tance from an earnings standpoint over 
coming years. The chemical division of 
Carbide’s business has gained rapidly 
during recent years, with the textile and 
rayon industries employing increasing 
quantities of its products. The company 
has also met with considerable success 
in the sale of an anti-freeze compound 
and plastics. The company effected a 
substantial savings in interest charges 
last year through the refunding of all 
domestic subsidiary obligations. This 
was accomplished through the sale of 
$16,750,000 principal amount of 314% 
15-year debentures which were placed 
privately. With total admitted assets 
in excess of $336,000,000 the small 
amount of funded debt preceding the 
common stock is negligible. Financial 
condition of the organization has been 
well maintained and at the close of last 
year current assets stood at $87,439,864, 
including cash of $25,971,130, compar- 
ing with current indebtedness of $15,- 
986,740. Considering the almost unlim- 
ited potential application of the numer- 
ous gases, chemicals and alloys produced, 
the future of the company cannot be 
regarded as other than distinctly prom- 
ising. With present earnings running 
substantially above the $2 annual rate 
on the stock an increase or extras seem 
a logical expectation. We accordingly 
feel that you would do well to continue 
your long position in the stock, disre- 
garding the present low yield. 


SKELLY OIL Co. 


In view of the improvement shown by 
Skelly Oil in 1935, the rumors of its con- 
solidating with another oil company, and 
the possibilities of a payment on the pre- 
ferred arrearages, is the future still opti- 
mistic for the common stockholder?—S. A., 
Bloomington, IIl. 


The 1935 report of Skelly Oil Co. 
showed earnings equivalent to $2.16 a 
share, comparing with only 31 cents 
a share reported in 1934. It does not 
follow necessarily, because of this excep- 
tional increase, that the prospect offers 
little chance for further improvement 
On the contrary, the factors which op- 


ia 


erated to enable the company to record 
such a pronounced recovery are still 
favorable, and continue as important 
indices of sustained improvement. Re- 
sults for the year 1935 showed increases 
in sales of gasoline, lubricating oils and 
greases, and in the gross business of 
Skelgas, a subsidiary which markets 
liquefied gas in cylinders throughout the 
Middle West. It was also announced 
that the sale of automobile tires, bat- 
teries and accessories through the com- 
pany’s own service stations was an im- 
portant factor in 1935 earnings, and 
business from that source is growing 
increasingly important. Skelly Oil re- 
ported an increase in crude oil produc- 
tion, drilling 163 wells on its properties, 
of which 146 were oil wells, 6 were gas 
wells and 11 were dry. The interests of 
this company take in all branches of the 
petroleum industry. Production loca- 
tions are mainly in Kansas, Oklahoma, 
Texas and Louisiana and New Mexico. 
The company operates natural gasoline 
plants in various parts of the Middle 
West, and has a refinery with a daily 
capacity of 20,000 barrels in Kansas. 
Skelly is a well-integrated unit, and 
could advantageously negotiate merger 
terms, if such a procedure were contem- 
plated. There is no confirmation or de- 
nial of the rumors to this effect, which 
probably originated in the wording of 
the listing agreement in connection with 
the debentures sold in January, 1936. So 
far as dividend arrears on the preferred 
issue now amounting to about $28 a 
share are concerned, it has been stated 
recently that the directors were giving 
the matter consideration, and with the 
recent financing which resulted in sub- 
stantial interest savings successfully car- 
ried through, the matter of preferred 
dividend accumulations should not pre- 
sent a formidable problem. Considering 
the trade position of the company and 
the favorable position of the industry 
which it represents, we feel that an 
optimistic attitude toward the common 
stock at this time is justified and reten- 
tion of your holdings logical. 








Shell Union Oil Corp. 
(Continued from page 41) 








profit totaled $6,812,835 as compared 
with a loss of $1,353,901 in 1934. After 
allowance for dividends on the 52% 
preferred stock (not paid) net for 1935 
was equal to 37 cents a share on 13,- 
070,625 shares of common stock. Work- 
ing capital increased last year and cash 
and Government securities were some 
$8,000,000 higher. The sum of $36,- 


000,000, or $14,000,000 more than in, 


1934, was spent on the plant and prop- 
erty. 


With better operating results plus 
the expedient of transferring a special 
reserve of $15,000,000 to surplus ac 
count, a balance sheet deficit of $1. 
435,041 was supplanted by a surply 
of $3,419,589. The next step will 
probably be the resumption of diyj. 
dends on the 400,000 shares of pre 
ferred and the formulation of some 
plan for liquidating the accumulations 
of $26.13 a share. Given the beneft 
of anything like normal conditions ip 
the oil industry, Shell Union would be 
in a position to reap the belated bene. 
fits of its strongly integrated position 
and the common, although a fairly large 
issue, has both near term and long pull 
speculative merit. Recent quotation 17, 


National Supply Co. 


The business of National Supply 
Co. is concerned principally with pro 
viding the oil industry with such prod. 
ucts as drilling machinery, engines, 
pipes and various tool products. Not: 
withstanding the sustained high de 
mand for petroleum products through- 
out the depression, the same factors 
responsible for the severely restricted 
demand for all types of new machinery 
and equipment were present in the oil 
industry and reflected in the operations 
and earnings of National Supply. 

Last year was the first since 1930 in 
which the company’s volume of busi 
ness was large enough to show a profit. 
Consolidated net income in 1935 
amounted to $670,620, contrasting 
with a net loss of $121,486 in the pre’ 
ceding year. In the years 1931-1934 
inclusive the company suffered losses 
totaling about $11,300,000. The com 
pany was compelled to suspend divi 
dends on both its own 7% preferred 
stock and the 6% preferred shares of 
Spang, Chalfont & Co., a subsidiary. 
All current dividends on the latter issue 
were paid last year and currently have 
been continued to date. Accumulations 
total $14.50 a share, while accumula’ 
tions on the parent company preferred 
total $31.50 a share. These arrears ag’ 
gregate $1,884,130 and $5,235,961 re 
spectively. It is to be doubted that 
these amounts will ultimately be paid 
fully in cash, nor is it likely that any 
recapitalization seeking their elimina 
tion will be undertaken pending mor 
complete recovery of earnings. 

Annual dividend requirements 01 
both issues of preferred stock, however, 
total only about $2,000,000 and no 
considerable gain from the 1935 level of 
earnings would be required to provide 
full coverage. From present indica 
tions, there is an excellent chance that 
the company will show earnings on the 
common this year. Reports have i 
that operations in the first quarter re’ 
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turned a profit, as against a deficit a 
year ago, and the company is financing 
the larger volume of business through 
the medium of bank loans. The lat- 
ter outstanding at $1,500,000 at the 
end of 1935 have since been increased 
to $1,800,000. The better showing 
this year may be traced to increased 
drilling operations on the part of the 
oil industry and the currently favor- 
able statistical position of the industry 
suggests that drilling activities may be 
further encouraged. 

In addition to the two issues of pre- 
ferred stock, there are $6,294,000 of 
6% st mortgage bonds of Spang, 
Chalfont outstanding. The common 
stock of National Supply, on the other 
hand, is outstanding in the amount of 
only 382,656 shares. This combination 
provides an effective leverage factor 
which apparently is not being over- 
looked in the current market appraisal 
of the shares. Granted, therefore, that 
late quotations around 33 discount no 
small measure of improvement in cur- 
rent earnings, there is no gainsaying 
the longer term potentialties. 








Profits in Copper Trend 
Upward 


(Continued from page 37) 

















evaluate his portfolio. 


Security Prices 
In Relation to 
Changing Business Conditions 


Only by constant attention to current economic 
changes can the holder of securities intelligently 


We maintain a Statistical Department which at 
all times is prepared to answer specific inquiries 
concerning various developments. 














BAGTIE & GO. 


ESTABLISHED 1892. 

















MEMBERS NEW YORK STOCK EXCHANGE AND 
LEADING COMMODITY EXCHANGES 


42 BROADWAY, NEW YORK 


BRANCH OFFICES IN PRINCIPAL CITIES 























rather than silver, it is to be doubted 
that the future will witness any serious 
drop in profits. 

Reflecting principally the acquisition 
of the United Verde mine, Phelps 
Dodge last year had the largest increase 
in output of any of the major copper 
producers. Output totaled 176,875,836 
pounds of copper, an increase of 70 
per cent over 1934. Deliveries against 
sales gained 112 per cent to 351,996,- 
687, resulting in a substantial net re- 
duction in the company’s stocks. The 
company received an average of about 
a quarter of cent more per pound last 
year for copper sold both in the United 
States and abroad. The effect of these 
constructive developments on earnings 
was particularly marked. Net income 
of $6,147,878, before depletion, was 
equal to $1.21 a share on the 5,071,240 
shares of stock, an increase of 100 per 
cent over profits, equivalent to 60 cents 
a share in 1934. 

Throughout the depression Phelps 
Dodge has pursued an aggressive pro- 
gram of expansion, adding substantially 
to its ore reserves and enhancing its 
position among the nation’s leading fab- 
ricators of copper products. The com- 
pany is classed as a low-cost producer, 
with sizable recoveries of gold and sil- 
ver serving to cut the net cost of cop- 
per output. 

Financial 
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position is comfortable 





despite the heavy drain on quick assets 
occasioned in the acquisition of United 
Verde and with a rapidity of earnings 
recovery which has been above the 
average for the industry, the current 
dividend of 25 cents quarterly appears 
wholly secure. Being exclusively a do- 
mestic producer, the company’s for- 
tunes are more dependent upon the 
course of copper demand and copper 
prices in the United States, and the 
domestic outlook at the present time is 
sufficiently promising to lend specula- 
tive appeal to the shares. Recent quo- 
tation, 39. 

Although one of the comparatively 
smaller producers, Magma Copper has 
had an unusual record. A dividend has 
been paid in every year since 1925, 
and since 1932 earnings have shown 
a good measure of recovery. The com- 
pany’s producing costs are extremely 
low, having averaged last year only 
5.62 cents per pound of copper as com- 
pared with 5.73 cents in 1934. Earn- 
ings were equal to $1.63 a share on 
408,000 shares of stock, while in 1934 
the stock earned the equivalent of 
$1.58 a share. Financial position con- 
tinues sound despite the fact that $2 
annual dividends in the past two years 
have exceeded earnings. Current as- 
sets at the end of last year were 
$5,261,368, including cash of more 
than $3,000,000, while current liabili- 
ties were only $574,083. Late reports 
have indicated successful development 
work, adding considerably to the life 
of the company’s ore bodies. 

Due to the comparatively small 
amount of stock outstanding, the shares 
have a rather “thin” market. At 40, 
however, they yield a good return with 


which is combined rather interesting 
speculative possibilities for price en- 
hancement. 

Calumet & Hecla Consolidated Cop- 
per Co. recently resumed dividends by 
the declaration of a 25-cent payment, 
the first since 1930. Last year was also 
the first since 1930 that the company 
has shown a profit in excess of operat- 
ing expenses, and working capital also 
showed an increase, the first since 1929. 
Net income before depletion was 
$1,691,583, equal to 33 cents a share 
for the capital stock, comparing with 
an operating deficit in 1934. The com- 
pany was formerly one of the leading 
copper producers in the United States 
and is still the foremost producer in 
the Lake Superior district, but deple- 
tion of ore reserves has made Calumet 
& Hecla one of the higher cost produc- 
ers. Apparently, however, profits can 
be shown with copper averaging 8 
cents a pound or better. Any further 
substantial rise in the company’s prof- 
its, however, would have to be pre- 
ceded by higher copper prices and 
larger demand. In this connection, it 
might be noted that owing to certain 
qualities possessed by “lake” copper it 
commands a premium of Y of a cent 
a pound and is in heavy demand by 
the United States Navy and the auto- 
mobile industry. The shares, at 13, are 
not undervalued and must be consid- 
ered as distinctly speculative. 

Hudson Bay Mining & Smelting Co. 
is a comparatively young company and 
as its principal property was not 
brought into production until 1930, it 
has had no adequate opportunity to 
demonstrate its earning power under 
favorable conditions. Since 1930, how- 
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ever, the company has eliminated 
$5,000,000 in funded debt, largely 
through conversion into capital stock, 
and discharged $1,200,000 in bank 
loans. The 2,757,973 shares of stock 
now outstanding comprise the entire 
capitalization. 

Last year Hudson Bay earned a net 
profit of $3,215,187 (Canadian cur- 
rency) or $1.16 a share on the stock. 
This compares with 58 cents a share 
in 1934 and 31 cents in 1933. In ad- 
dition to copper, the company produces 
substantial quantities of zinc and mod- 
erate amounts of gold and silver. Re- 
cently operations have been maintained 
at capacity basis and with copper prices 
quite likely to average higher this year, 
further earnings gains are definitely 
foreshadowed. Two dividends of 50 
cents each were paid last year—one 
out of surplus and the other out of 
earnings—and further payments at the 
same rate at least appear to be a valid 
expectation tor this year. The shares 
have lately sold around 27 and would 
seem to possess the aspects of a fairly 
promising speculation. 








For Greatest Progress in 1936 
(Continued from page 13) 








erating rate of United States Steel and 
that of the so-called independent steel 
companies which are more heavily de- 
pendent on the lighter steels. Today 
that gap has been narrowed to less than 
9 points, with “Big Steel” at 60 per 
cent of capacity. 

The above trends have been reflected 
in this equity’s market action. It plum- 
meted from a 1929 high of 26134 to a 
1932 low of 21!4, then rebounded to 
67/4 in the summer of 1933 and did 
not top that price until recently, when 
it reached 715%. The issue is high on 
current earnings, but those earnings 
have a long way to go before reaching 
either the $21.19 per share shown in 
1929 or the average of $14.67 per share 
earned over the five years 1925-1929. 
Looking to the future, we are unable 
to dispute the speculative consensus 
that United States Steel common offers 
far greater potentialities of apprecia- 
tion than General Mills. 

In a table accompanying this article 
will be found thirty typical consump- 
tion goods stocks, contrasted with thirty 
typical durable goods issues. It will be 
observed that twenty-five out of the 
thirty consumption goods equities are 
lower today than they were at the best 
prices of 1933 or, in other words, that 
the great majority of these issues not 
only made no progress in 1934, 1935 
and 1936 to date, but tended to lose 
ground. If one had purchased these 


thirty equities in July, 1933, a heavy 
ioss would now be shown on balance. 

On the other hand, twenty-six out of 
the thirty durable goods issues are 
higher now than at the best level of 
the 1933 recovery spurt and most are 
very substantially higher. Against their 
aggregate advance, the combined loss 
in the other four is insignificant. In 
short, at the top of the 1933 market, 
recovery for capital goods and consum- 
ers’ durable goods companies had just 
started. 

It may be that some consumption 
goods stocks will work higher this year. 
It may be that the majority of the dur- 
able goods equities have discounted the 
future somewhat liberally and have 
overlooked the threat of price slashing 
such as that making sporadic appear- 
ance in some building materials—but we 
would think twice before arguing with 
a verdict which the stock market has 
apparently reached after long and de- 
liberate consideration. That verdict 
holds that the speculative odds for “the 
pull” still lie with the durable goods 
group, so far as industrials are con- 
cerned. This checks with our own view 
of the economic horizon. Putting the 
two opinions together, we wish the con- 
sumption goods group well, but we 
would rather bet on the others—forget- 
ting rallies and reactions and sitting 
tight for the final recovery drive 
whether it comes in 1936 or later. 








How New Taxes Affect 
Investment Selection 


(Continued from page 23) 








set aside certain reserves and for those 
who have signed bond indentures or 
other contracts which limit their free- 
dom of action. Plans are afoot to tax 
companies only 22!/2 per cent of earn- 
ings retained by virtue of such con- 
tracts. It becomes clearer, however, the 
more one studies the new tax plan, that 
President Roosevelt had not looked very 
far when he talked of “simplification of 
corporate taxes.” In its original form 
the proposal was the kind of simplifica- 
tion that says everyone must wear a 
“15” collar; some it would fit, others 
would float, while yet others would 
quickly strangle to death. So with the 
tax plan and the many exceptions and 
liberalizations that will have to be made 
in the final draft of the legislation show 
that Washington at least recognizes this 
fact in part. 

It is always hazardous to base speci- 
fic action on general conclusions formed 
from unenacted legislation and it is not 
recommended here that anyone do so, 
but it does seem as if the proposed 
taxation favored the well-entrenched, 


perhaps more or less static, concern 
over the dynamically expanding or 


widely fluctuating organization. The 
well-entrenched static concern is more 
likely than not to possess already a large 
liquid surplus and to be paying out the 
greater part of its earnings. In this 
case it does not have to worry a great 
deal about building up a still larger re. 
serve and will probably find that its 
dividend policy needs little adjustment. 
On the other hand, even though the 
penalties can be avoided by issues of 
additional stock or other means, it is 
going to be more complicated than it is 
now to utilize earnings for expansion or 
for the purpose of building up reserves. 

It is unfortunate that this should 
have come to a head just as the coun- 
try is emerging from a terrible depres- 
sion. Many companies need to build up 
reserves which have been impaired over 
the past few years; the country needs 
the stimulus of expansion that has been 
lacking so long. And now, just as cor- 
porations see a chance to build up their 
weakened constitution and to build 
those plants of which they have talked 
so often, they find themselves up 
against a new kind of barrier, a barrier 
which may or may not be an effective 
bar to their plans but which is never- 
theless an obstacle for all that. 


Then, too, the new tax plan seem- 
ingly will alter to some extent the status 
of some investments according to their 
type. The less a company has in liquid 
surplus, and it is assumed under the 
new plan that they will tend to be 
smaller, the less secure are its senior 
securities, bonds and preferred stocks. 
One must remember that it does not 
matter how valuable a piece of property 
may be, the interest on the mortgage is 
paid in cash and not by delivery of a 
small hunk of the property. Thus, the 
new tax plan may mean, in a time of 
business recession, an increase in bank- 
ruptcies and foreclosures. 

Remembering that the general trend 
of business, of the industry, and of any 
particular company’s position in its in- 
dustry are more important investment 
factors than either the Social Security 
taxes or the proposed taxes on corpora’ 
tions, one can conclude nevertheless 
that the Social Security Taxes (1) Are 
in general favorable towards highly 
mechanized industry and towards those 
who cater to such mechanization (2) 
Are in general unfavorable to anything 
approaching hand-craft industries. As 
for the new corporate taxes, they will 
have less unfavorable repercussion upon 
(1) Financially strong organizations, 
unencumbered with debt, and upon 
profitably static companies and (2) 
That they will react unfavorably upon 
fluctuating businesses, financially-weak 
and debt-ridden companies and upon 
small companies which otherwise might 
be favorably situated for growth. 
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[In Recovery, Boom and Panic 
(Continued from page 26) 











fnanciers and capitalists—recently re- 
marked to a friend of the writer's: “My 
stock account today shows a profit of 
about $13,000,000. But if I should 
gell out I would have left no more than 
$2,500,000 after paying Federal and 
state taxes.” 

It need hardly be said that this in- 
dividual can not afford to be con- 
cerned over the possibility of inter- 
mediate reactions in the market. In- 
deed, he will be hard put to it to de- 
cide at some future time whether it 
would cost him more to cash his profits 
or hold his stocks through the next de- 
pression! The example is an extreme 
one, but the same influence extends all 
down the line. Suppose, for example, 
a man bought 2,000 shares of Allis 
Chalmers at $12 a share in March, 
1935. This could have been done tor 
$24,000 cash or less on margin. The 
buyer would not be thought of as a 
“big shot” by any means. Yet he would 
now have a paper profit of about $74,- 
000 and, if he lives in New York State, 
his total Federal and state income taxes 
will approximate $22,000 or 11 points 
on his stock. The chances are he will 
decide to “sit tight” until he is con- 
vinced the recovery tide has reached 
its limit. 

Another change in the market has 
been unusually large European buying 
of American equities, both for invest- 
ment and speculation. In part this re- 
flects Continental war and monetary 
fears, but probably the larger part re- 
flects increased British investment and 
speculative interest in the American re- 
covery, which, by consensus of Euro- 
pean opinion, has further to go than 
the revival in England. 


The Artificial Factor 


Finally, there is the vastly important 
—and highly debatable—matter of the 
Government's deficit financing and the 
resultant great expansion in bank de- 
posits. This is an experiment in con- 
trolled credit inflation, the longer con- 
sequences of which remain to be seen; 
but of all changes in this country’s eco- 
nomic and financial status it is certainly 
the most significant and, therefore, a 
vital stock market factor. 

As a result of the Government's 
credit policy and the inflow of gold 
from Europe, total bank deposits have 
increased by approximatetly $11,500,- 
000,000 since the banking holiday. The 
total now stands at, roughly, $50,000,- 
000,000 or not much more than $5,- 
000,000,000 under the figure at the 
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close of 1929. This is the country’s 
money supply with which about 90 per 
cent of our aggregate business is con- 
ducted. 

What will happen to business and 
commodity prices and stock values 
when the Government decides sooner 
or later—under pressure of public opin- 
ion frightened by continued Federal de- 
ficits—that the time has come to halt 
bank deposit inflation? Will there then 
be a transition to private credit expan- 
sion—a kind of confidence inflation? Is 
the present stagnation in private credit 
due to fear of the Government’s deficit 
financing policy? 

These are complex questions only in 
part capable of answer today; but in 
respect to the latter let us ask another 
question which appears to answer it- 


self. What need is there for private | 


credit expansion when the Government 
has already inflated bank deposits— 
the check money of the country—to 
within striking distance of the boom 
time level? In short, it appears that the 
low tide of private credit reflects not 
fear of the Government policy so much 
as the fact that the adequacy of the 
supply of credit already created by the 
deficit financing precludes the need for 
private credit expansion. 

It therefore does not follow that pri- 
vate credit will “take over the reins” 
when and if the Government decides 
to taper off credit pumping. In other 
words, the substitution of Government 
credit for private credit—which began 
under President Hoover—appears to be 
a continuing and probably permanent 
thing—at least until we get our fingers 
so badly burned in a repetition of the 
1929 crash that public opinion will vent 
its fury on political management much 
as it did on banking management in 
recent years. That will not be for 
some time. If the credit control theory 
of Marriner S. Eccles, chairman of the 
Federal Reserve Board, is right it may 
never happen. That remains to be seen. 

Mr. Eccles believes it is a good thing 
for the banks to carry the great bulk of 
the Government's debt. This is a new 
departure. In our war time bank credit 
inflation, a huge total of Government 
bonds was bought by private investors. 
When the Government began retiring 
these obligations—paying off more than 
$9,000,000,000 between 1919 and 1920 
—hillions of dollars flowed back into 
individual bank deposits and thence 
into stocks and bonds, whether new 
issues or old, thus contributing greatly 
to the boom of the °20s. 

In contrast, the present huge total of 
Government bonds held by the banks 
has been paid for by a mere write-up 
of bank credit. When and if the Gov- 
ernment tapers off its spending and re- 
tires debt, these credits will not be 
transferred to individual depositors but 
will be extinguished, reducing the total 








Your telephone helps you 
to get action quickly, easily, 
at low cost. 
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SOUND INVESTMENTS 


STOP WORRYING ABOUT INFLA- 
TION—INVEST in something tangible. 
I suggest a livestock ranch in Montana, 
while one may be had at rock bottom 
price. An ideal cattle, horse or sheep 
ranch plus a recreational home amid 
matchless scenic surroundings. Good 
hunting—good fishing. Our mountains 
are noted for their grandeur, beautiful 
lakes and crystal clear streams. Add a 
“Home in the West” to your estate. 
Here are some I can recommend: 
90,000 acres embracing ten separate 
ranches—a great cattle and sheep plant. 
38,000 acres deeded and 20,000 acres 
leased land—capacity 3500 cattle. 
Send for list of other attractive ranches 
Can furnish experienced local manage- 
ment for non-resident investors. 


Frank A. Hazelbaker, Dillon, Montana 
Owner and Dealer in Livestock Properties 
Reference—Any Bank in Montana 




















KEEP POSTED 


The pieces of literature listed below have 
been prepared with the utmost care by busi- 
ness houses advertising in this issue. They 
will be sent free upon request, direct from 
the issuing houses. Please ask for them by 
number. We urge our readers to take full 
advantage of this service. Address Keep 
Posted Department, The Magazine of Wall 
Street, 90 Broad Street, New York, N. Y. 


‘ODD LOT TRADING’’ 
John Muir & Co., members New York 
Stock Exchange, are distributing their 
booklet to investors. (225) 

‘‘TRADING METHODS’’ 
This handbook issued by Chisholm & 
Chapman, contains much helpful informa- 
tion for traders. A copy together with 
their Market Letter will be mailed upon 
request, (785) 

**‘SOME FINANCIAL FACTS’’ 
An interesting booklet issued upon re- 
quest by the Bell Telephone Securities 
Co. (875) 

MARGIN REQUIREMENTS 
McClave & Co. have prepared a leaflet 
explaining margin requirements. A copy 
will be sent on request. (891) 

MARGIN REQUIREMENTS, COMMISSION 

CHARGES 
J. A. Acosta & Co., have prepared a fold- 
er explaining margin requirements, com- 
mission charges and trading units. Copies 
gladly sent investors and traders. (939) 

MAKING MONEY IN STOCKS 
This booklet, issued by Investors Re- 
search Bureau, will be sent free to in- 
vestors upon request. (953) 

UNITED BULLETIN 
Bulletin giving definite advice on leading 
stocks is issued by United Business Ser- 
vice. Free copy sent on request. (954) 
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The Menace of Erosion 
(Continued from page 28) 








Active Issues 


Quotations as of Recent Date 





1936 
Price Range 
————. Recent 

Name and Dividend High Low Price 
Alum. Co. of Amer......... a 87 138% 
Amer. Cyanamid B (.60).. 4034 2914 363% 
Amer. Gas & Elec. (1.40) . 4334 38714 38 
Amer. Lt. & Tr. (1.20)...... 25 173% 2234 
Atlas Corp. ({.40).......... 16% wy 
ane a 10% 15% 9 
Bower Roller Bearing (1) . 294; 23 4. 
a 1% 3 A, 
Cities Service Pfd 59% 41% 
Colum. G. & E. cv. Pfd. (5). 114 93 10634 
Commonwealth Edison (4).. 112 97 105 
pomee Se ee 153 155 15% 
Consol. Gas Balt. (3.60). . 92 84 9144 
Crane Co 31 25 6 30 
Creole Petroleum a(t *. -20).. 8434 19% 29 
Doehler Die .. 8535, 28 3134 
Driver Beis tL ti) sion, 36 
Elec. Bond & Share........ 2514 534 4 
Elec. Bond & Share Pfd. (6). 87 7434 «83 
Ex-Cell-O A. & T.......... 2354 173% 18% 
Ferro Enamel (.80) 40}, 28%, 87% 
Flintkote A (*1).. 45 4444 45 
Ford Mot. of Can. “A’” (+.50) 4 4 So 2334 


ho ae 
Glen Alden Coal (1)........ 18 


1936 
Price Range 
———~———. Recent 
Name and Dividend High Low Price 
Hall Lamp ({.10).......... 834 5% 1% 
Gulf Oil of Pa. (1.25) .. 98 72 91 
Hudson Bay M. & S. (i)... 283g 2234 26144 
NS SaaS 7644 6244 69% 
Imperial Oil (*. _ peeasosas 243 20% 23 
Iron Fireman (1). . oa 25 26 
my & Taugilin..........0 44 30 39 
e Shore Mines (*2)..... 5944 +51 5234 
Emck Core, TE) .....0..00000 6544 3454 46 
ueller Brass (.80)........ 8544 263% 29 
National Sugar Ref. (2 23 28% 
Newmont ee 9334 744% 91% 
Niagara Sone nom See 34 34 934 
Niles-Bement-Pond........ 44% 8214 48% 
New Jersey Zinc (2)........ 9234 6915 83 
Pan-Amer. Airways (1)..... 663, 4534 60% 
Parker Rust Proof......... 2814 25 2654 
Perfect ¢ SE MD ints a ap xo 70% 625% 
Perfect Circle (2).......... 41 31 3734 
tts.-Pl. Glass (*2). . 140 98144 134% 
Sherwin: Williams s (4) .. ackese 14544 118%) 140% 
South Penn Oil ( e414) ye 4044 8244 38% 


United Shoe Mach. (244)... 90 83 8736 
* Includes extras. f Paid last year. 
t Paid this year. 











of deposits and thereby exerting a de- 
flationary influence. 

Short of a disastrous and general 
European war, the one certainty in this 
market is that the basic upward trend 
of equity prices will not be more than 
temporarily interrupted as long as the 
Government is the biggest bull of all. 








Happening in Washington 
(Continued from page 11) 








De-Commissioning, and depop- 
ulation of governmental agencies will 
not get far. The vitality, the approach 
to immortality, of a bureau under 
whatever name is incredible. Senator 
Byrd’s committee and the President's 
new brain-trust commission to destroy 
commissions will get nowhere. 

The President, when candidate, 
was a voracious consumer of com- 
missions—he ate them in the quiv- 
ering flesh. But Hoover, lover of 
commissions, was a one-man exec- 
utive compared to Roosevelt. 
Nothing in the world is so neces- 
sary to the morale of a political 
army as plenty of useless, dignified, 
well-paying public jobs. 


Economics as the mother of poli- 
tics is daily demonstrated in Washing- 
ton. Interstate Commerce Commission 
is torn between contending transporta- 
tion interests. Railways want to put 


in the economical pick-up-and-delivery 
service which the I. C. C. has been 
preaching for years, and then it halts 
them because the truckers, who have 
ruined the railroads by price-cutting, 
can’t stand the reverse competition. On 
the other hand, the railways have so 
long been hauling empty passenger 
cars that they can’t imagine an experi- 
ment with reduced fares, which the 
commission has ordered. This order 
will stand, but the truckers will hold 
the fort until next November. 


President’s Baltimore “opening 
gun” speech is not considered a bril- 
liant communication—but it is rated 
as politically “safe”. It is interpreted 
as meaning that an effort will be made 
to jam through a short-week law 
Policy on legislation seems to be to 
give the dissatisfied classes any kind of 
socially uplifting legislation they may 
demand. Having lost most business 
support, it is considered shrewd to 
solidify and augment the Democratic 
mobilization of labor, farmers, little 
business men, intellectuals, the unfor- 
tunate, frustrated youth, the radicals. 

Favorable reception for measures 
to that end can do no harm; few 
can pass, but the record of the ges- 
ture remains. President is now con- 
sidered, as Farley puts it, to have 
re-election “in the bag.” In order 
to avoid any chance of “unfortu- 
nate incidents” he will refrain from 
outright support of specific mea- 
sures. Speeches will be idealistic but 
not rabble-rousing. 








——— 


of land destruction. One hundred and 
forty-one demonstration projects (soon 
to be 350) have begun the reclamation 
and defense of the retreating farms, 
Twenty thousand farmers with 2,000, 
000 acres have enlisted, more than 20, 
000 with 4,200,000 acres are on the 
waiting list; hundreds of thousands are 
watching and copying. Scarcely a 
farmer in the nation but is erosion con- 
scious, especially now that soil conserva- 
tion instead of non-production has been 
made the nominal justification of AAA 
subsidies. Fields are plowed with hori 
zontal (contour) furrows; pocked and 
pitted and scarred sick land is planted 
with trees or grasses, fertilizing leg- 
umes, and vines; some are alternated 
in strips of grass and tilled land, the 
ugly sores of the relentless gullies are 
stopped by damming, riprapping, tree 
and shrub planting; sloping lands are 
terraced, skinned areas are planted to 
anything that will grow on them, thus 
starting the age-long process of making 
them of some value centuries hence, 

It’s largely a new adventure—but it 
is an inspiring one, and the reward of 
victory will be a nation rescued from 
slow decadence. 





Why the New Banking Laws 
May Prove Disappointing 
(Continued from page 15) 











attitude of the big banks of the reserve 
cities. 

They have always dominated the 
banking sentiment of the country, the 
Federal Reserve banks, the Federal Re 
serve Board, and the policies of the 
United States Treasury, and there is no 
evidence of any important change in 
this situation. 

I consider monetary and banking re- 
form the most vital problem of civilized 
countries. It is quite likely that the 
preservation of our present democratic 
type of government depends upon its 
solution, but I am sorry indeed to say 
that I do not see any such substantial 
progress as intelligent people might 
reasonably expect to achieve out of the 
bitter experience of this disastrous de- 
pression, which in the final analysis 1s 
but one of the inevitable periodic break- 
downs of an impossible credit currency 
system and the consequent withdrawal 
of a large fraction of our only medium 
for exchanging goods and services. 
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To invest successfully in 1936 you must act on facts. Earnings, 
financial positions, and actual prospects will be more important 
to you then than at any time in recent years. To aid you in deter- 
mining the facts about the various industries, and the situations of 


individual companies in these industries— 


THE MAGAZINE OF WALL STREET 


Offers Its Fourteenth Yearly 
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‘PUBLISHED 


A Yearbook of Financial, Industrial, Security Facts—prepared in 
Facts, Graphs, Statistics that will help original style that saves your time, yet gives you complete in 
make your 1936 investment plans. formation on every important industry—company—and security. 


¢ Our 1936 Manual, now off the press, contains a complete statistical record 
for the past three years on all the leading companies in every important 
Factual industry—in addition to high, low and last prices for 1935. 
d The clarity and simplicity with which all data and interpretive comment is 
an presented, offers you a complete, accurate picture—not only of the individual 


corporation, but of the industry of which it is a component part. This infor- 


Interpr etive mation can be invaluable in mapping your investment course throughout 
1936. It can help you to determine which securities to discard and which 
& to hold—and enable you to build a sound investment foundation. 


One hundred tables and charts illustrating basic conditions in important industries, and fully detailed 
tables giving leading companies’ earnings, financial position, etc., over a period of years. Practically 
every company of importance whether listed or unlisted is included. The data gives a complete record 
of their progress or decline, points out their future prospects. 


MARKETS ... DOMESTIC TRADE AND BUSINESS .. . 


Analysis of the Stock Market for 1935 with 1936 Outlook. Analysis of the Business Situation from the standpoint of 


By the Industrial and Security Experts of The Magazine of recent events and prospective trend. 
Wall Street. —Money and Finance. - bei 
Cc P ; ‘ —Commodities—Including Graphs, Indicating Price Trend. 
po rageel of earnings of all leading companies for several —Record of Production of Leading Commodities and New Produc- 
agenda tion Trend. 
—New Stock Listings. ciNlee Tudhastries, 


—Stock Market Prices 1934-1935. 
—Over-the-Counter Prices. 


—Curb Market Prices. SECURITIES ... 


3 Years’ Earning Record—Present Financial Position. Dlue 


BONDS trated with Charts and Tables. 
oe —Railroads —Chemicals —Steel —Shipping 
—Bond Market Prices for 1935. —Public Utilities —Leather —Coal —Tobacco 
—Analysis of Bond Market for 1935. —Food and Packing —Accessories —Oil —Radio and 
—Bond Financing. —Chain Stores —Textiles —Tires —Communications 
—Unlisted Bonds. —Mail Order —Mining —Paper 
—Curb Bonds. —Automobiles —Machinery —Sugar 


* This compilation is not for sale. It is prepared for THE MacazinE or WALL STREET subscribers—and 
because of the cost of preparation and publishing it can be offered only to our 1936 yearly subscribers. 


The MAGAZINE OF WALL STREET SPECIAL FREE Manual Offer 
90 Broad Street, New York, N. Y. 
I enclose $7.50. Send me THE MAGAZINE OF WALL STREET for one year (26 issues), beginning with the next 


issue. It is understood I am to receive your 1936 Manual by return mail free. Further, I am to enjoy full privil- 
eges of your Personal Service Department. 


Publishers Note:—If you are already a subscriber, your subscription will be extended from present date of expiration 
Foreign postage $1 a year additional. 4-25-M 
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Active Issues 


Quotations as of Recent Date 


INDUSTRIAL 
Asked 
American Book Co. (4)..... ae ee 76 
Canadian Celanese... .. . 26 29 
Climax Molybdenum (.80).... 43 4416 
Columbia Broadcasting ‘‘A’’ (2)... 535¢ 55 '¢ 
Crowell Publishing Co. (*2)...... 52 54 
Dictaphone Corp. A (3)... . 58 61 
Draper Corp. ({2.40).... 70 72 
Mercke Co. (.40)..... : . 8216 341, 
National Casket (3)... .. ; 5214 55 
Northwestern Yeast (8)...... Ey 74 
Scovil Bile. (1)........... . 85 bok 
Singer Mfg. Co. (*8!4)... 348 353 
Trico Products (2.50)...... 4735 487, 
Wilcox & Gibbs (1)........ 24 
PUBLIC UTILITIES 

Alabama Power Pfd. (7)......... 73 75 
Carolina Power & Light Pfd.(7).. 91 93 
Central Maine Power Pfd. (7) . 64 67 
Columbia Rwy. Pwr. & Lt. Pfd. (6) 109%, 11144 














Commercial Investment 
Trust Corp. 


(Continued from page 44) 





Financial position is sound and the 
presence of more than $119,000,000 in 
bank loans is not unusual for an enter- 
prise of this type. 

Last year dividends paid to common 
stockholders totaled $3.10 a share, in- 
cluding extras. Regular dividends are 
currently being paid at the rate of 75 
cents quarterly and doubtless will be 
augmented by extras from time to time. 
At 70, the shares are conservatively ap- 
praised both in relation to late earnings 
and prospective profits. The shares have 
much to recommend them both for in- 
come and longer term price apprecia- 
tion. 


Firestone Tire & Rubber Co. 


Since last Fall, the tire industry has 
been making sincere efforts to eliminate 
the chaotic selling practices and com- 
petitive tactics which have long been a 
thorn in its side. Thus far these ef- 
forts have met with encouraging suc- 
cess and they have a good chance of 
meeting the test of the spring selling 
season close at hand. As this is writ- 
ten there is a general belief that tire 
prices will be advanced early in May, a 
move enirely justified by higher crude 
rubber prices and the prospective in- 


Bid Asked 
Consumers Power Pfd. (6)....... 105'% 106!4 
Dayton Power & Light Pfd. (6)... 111 113 
Jersey Central Pwr. & Lt. Pfd. (7) 90 92 
Kansas Gas & Electric Pfd. (7)... 11114 Pe 3 
Kings Co. Ltg. Pfd. (7).......... 94 96 
Long Island Ltg. Pfd. (7)........ 84 86 
Nebraska Power Pfd. (7)........ 112°4 1144 
New Jersey Pwr. & Lt. Pfd. (6)... 103'4 105 
Pacific Power & Light Pfd. (7).... 78 80! 
Tennessee Elec. Power Pfd. (6)... 6114 6234 
Tennessee Elec. Power Pfd. (7)... 7254 7356 
Texas Power & Light Pfd. (7).... 100 102 
Utica Gas & Elec. Pfd. (7)....... 96!6 98 
TELEPHONE & TELEGRAPH 
American Dist. Tel., N. J. (4)..... 115 118 
Mountain States Tel. & Tel. (8)... 139 14114 
Northwestern Bell Pfd. (614)..... 117 119 


Peninsular Telephone (15c)...... 19 20 
Southern New Eng.and Tel. (6)... 14314 14514 
* Includes extras. 





crease in current wages and taxes. Fur- 
ther, the industry as a whole is in a nor- 
mal inventory position. Should these 
developments eventuate, they may be 
calculated to have a favorable affect 
upon the current earnings of Firestone 
Tire & Rubber Co. 

Firestone is one of the four largest 
companies engaging principally in the 
manufacture of automobile tires and the 
company’s activities embrace every phase 
of the rubber manufacturing industry. 
An extensive chain of service stations 
is owned as well as large crude rubber 
plantations and two cotton fabric mills. 
Throughout the depression, the com- 
pany was able to avoid losses and in 
only two years did it fail to show fair- 
ly substantial earnings on the common 
stock. Dividend on the common have 
been paid in varying amounts without 
interruption. 

Sharply increased sales last year en- 
abled the company to show a gain of 
more than 100% in common. stock 
earnings. For the fiscal period ended 
October 31, 1935, net income of $5,649,- 
000 was equal to $1.53 a share as com- 
pared with $4,154,000, or 71 cents a 
share in the 1934 fiscal year. 

The parent company has no funded 
debt but guarantees subsidiary bonds to 
the total of $17,350,000. There are 
466,111 shares of 6% preferred stock 
and 1,866,007 shares of common stock 
outstanding. The leverage provided by 
this capital set-up is such that a 10% 
increase in net before fixed charges 
would produce an increase of better 
than 20% in earnings available for the 
common. 

Firestone had working capital of 


more than $47,000,000 last October and 
cash of $11,613,000 exceeded bank 
loans of $9,000,000. Finances are such 
that dividends can logically be expected 
to conform closely to the trend of earp- 
ings. The present rate of $1.20 an 
nually has been in effect since early this 
year and at 29 the shares yield better 
than 4%. Facing an improved outlook 
and backed by a record exceptional for 
the industry, Firestone common invites 
favorable consideration both for income 
and profit. 








As I See It 
(Continued from page 7) 








big business and its bankers by those 
who are trying to establish a new 
order. 

Tremendous advantages can be 
gained by marshalling a_ substantial 
array of loyal security owners be 
lieving in the justice of the cause of 
big business. The politicians could not 
afford to antagonize such a strongly 
united and determined force. This in- 
gredient of good-will can be counted 
as the most valuable asset of any cor: 
poration. It is the basis on which its 
goods are sold—its factories built—and 
its financing accomplished. 





Significant Foreign Events 
(Continued from page 21) 








been exasperated, since the threat of 
conscription added insult to injury; 
the Phoenix collapse will cost Czech 
policy holders about 500,000,000 Czech 
crowns, which is the amount estimated 
lost by the Czechish branch of the in 
surance house. Anxiety has been ex’ 
pressed for the future of the Czecho 
Slovac-Austrian Trade Agreement, 
which had barely reached its final stage 
of negotiation when the two bomb 
shells burst, the one financial, the other 
diplomatic. Before going into effect 
the Agreement must have the assent 
of the League, since it establishes sev 
eral articles for extra most-favored na- 
tion treatment, on the basis of the 
long-established exchange between the 
two regions. 








For Features to Appear 
In the Next Issue 


See page 3 
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France at the Crossroads 
(Continued from page 19) 
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increase government expenditure, to 
lower interest rates, to check Treasury 
short-term borrowing, and to establish 
a permanent institution for State em- 
ployee pensions. 

A century ago, Balzac discovered the 
inconsistencies of French political econ- 
omy—"‘It attempts to raise the price of 
wheat and reduce the price of bread.” 
Today it attempts to reduce the manu- 
facturing cost price with government 
measures designed solely to increase the 
cost of living and prevent reductions 
in wages and salaries. 

Looking further back into the his- 
tory of France—conditions at the turn 
of the Eighteenth Century present a 
close resemblance to those of today. 
Even with two centuries between, there 
is the same crisis of under-consumption 
of manufactured products, the same 
complaints of the peasants regarding 
the derisory prices of wheat, wine, beef 
and beet-roots. The same dwindling of 
purchasing power—the same spread of 
unemployment. Will the social conse- 
quences of one century repeat them- 
selves in another? Between the seeds 
of Rousseau and the fruits of Robes- 
pierre, the Eighteenth Century ended 
and the Nineteenth began. Marie An- 
toinette upset the applecart in 1789, 
Stavinsky may have done the same in 
1934. In any event, France is now in 
the throes of political upheaval. Radi- 
cal, left wing strength appears to be in 
the ascendancy, but whatever the out- 
come of the approaching elections, all 
colours and complexions of the electo- 
rate are reaching the point of exaspera- 
tion. The government of the politi- 
cians, for the politicians and by the 
politicians is finished—the end of the 
Third Republic may soon be at hand. 

All that is lacking is a leader. Even 
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if France is suffering from low pressure 
in salesmanship, its patriotic blood 
pressure is high. But neither Flandin, 
Laval or Tardieu captured the popular 
imagination. No one has emerged with 
the elan of Henry IV—no one with a 
clarion call “Ralliez-vous a mon panache 
blanc.” France awaits a symbol— 
whether the flowing plume is white for 
the Right or red for the Left makes no 
particular difference. Germany was 
awakened by posterior persuasion, Italy 
by uniformed elegance and France, 
waiving aside all individualism, would 
respond to a bugle call “pour la Gloire 
et la Patrie.” But the man with the 
panache and the trumpet is still invis- 
ible. In the end, Marianne will get 
her man, but “between the crisis and 
the catastrophe, there is a little mo- 
ment.” The Exposition of 1937 may 
turn the tide and usher in a Renaissance 
of French Art and Industry. 





MARKET STATISTICS 





N. Y. Times 
N. Y. Times ——Dow, Jones Avgs.—. —~————50 Stocks : 
40 Bonds 30 Indus. 20 Rails High Low Sales 

Monday, April 6 87.58 161.99 49.35 126.00 124.67 2,032,048 
Tuesday, April 7... 87.50 160.94 48.85 125.36 124.26 1,574,650 
Wednesday, April 8 87.40 160.97 49.23 125.63 124.03 1,652,550 
Thursday, April 9. 87.44 160.25 49.70 125.47 124.04 1,654,070 
Friday, April 10... EXCHANGE CLOSED 

Saturday, April 11..... 87.48 160.48 50.05 125.57 124.42 798,280 
Monday, April 13. . 87.38 160.76 50.41 125.87 124.68 1,448,390 
Tuesday, April 14... 87.19 158.41 49.01 125.43 123.00 1,936,760 
Wednesday, Apri! 15 87.21 159.61 49.08 125.28 123.35 1,318,460 
Thursday, April 16 87.18 158.49 48.71 125.19 123.79 1,146,560 
Friday, April17..... 87.06 157.78 48.32 124.50 123.15 1,164,130 
Saturday, April 18.... 86.94 156.07 47.90 123.27 122.08 809,550 
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Could You Have 
Used These Facts? 


How often have you wished to 
know the line of business repre- 
sented by some security in which 
you are interested ? 

The exchange on which it is 
listed? 

The ticker symbol? 


The number of shares outstand- 
ing? 

The funded debt, if any? 

The par value? 

The dividend rate? 

When it is payable? 

Last year’s earnings, and the 


year before? Interim earnings 
for this year and last year? 


Last year’s high and low price? 
These are the facts “Adjustable 


Stock Ratings” gives each month 
on all the leading common and 
preferred stocks on the New 
York Stock Exchange and New 
York Curb Market. 


Furthermore, an original method 
of rating, gives you the outlook 
for the company — and the in- 
dustry. 

Finally, terse, analytical com- 
ments, by qualified experts point 
out the most important factors 
to be considered—-leave you in 
no doubt as to your prospects as 
an investor. 

112-pages revised and published 
monthly, handy pocket size—Ad- 
justable Stock Ratings is only 
$2.50 a year—worth many times 
this if you should profit by only 
one hint or suggestion. 


The MAGAZINE of WALL STREET 
90 Broad Street, New York 

CJI enclose $2.50. Send me 
ADJUSTABLE STOCK RATINGS 
monthly for one year. 
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Will you accept this valuable book 


with our compliments? 


Those Who Keep Well Posted Reap 
the Richest Harvest of Profits 


While our limited supply lasts, the Book Service Department offers you this 
valuable 84-page book, “Brokerage Technique” without cost. . .. It was 
written especially for the Magazine of Wall Street’s readers by Banker, one 


of the foremost authorities on 


investment and _ trading. 


It describes 


the technique of buying and selling securities and the new rules and regula- 


tions affecting the handling of margin accounts. 


They are the methods 


employed by successful investors in making the biggest profits and, equally 


important, avoiding losses. 


The first principle of profitable investing and trading is to keep well in- 


formed 


, and because it is our constant policy to encourage this trait in our 
readers we now make this special Gift Book Offer. 


To anyone ordering books 


totalling $3.00 or more—our Book Service Department will send “Broker- 


age Technique” WITHOUT CHARGE! 


You may make your selections from books listed below or any other book 


of this type that you desire. 
Gift Books last. 


The important thing is to order now while our 


Books We Reeommend: 


1. INDUSTRIAL AMERICA 
Arthur Pound $2.50 


The history of twelve great industries and 
the reasons why they have succeeded and 
will probably succeed in the future. A 
tabulation of the elements of success in 
business. 


THE PROBLEM OF POVERTY 
John Rustgard $2.00 


An amazing revelation of how the funda- 
mentals of economics are disregarded by 
those who lead the country and should 
therefore know the most about them. 


INVESTMENT FOR APPRECIA- 
TION 


L. L. B. Angas $5.00 
The handbook for both professional and 


amateur investors and speculators. Its 
emphasis on investment rather than trad- 
ing, this book is the classic of all in- 
vestment books. 


INFLATION AHEAD 
Kiplinger & Shelton $1.00 


Tells you how to recognize the signs of 
inflation as they come along and what you 
can do about it. A concise and prac- 
tical pamphlet that is a best seller. 


. INSURANCE AND ANNUITIES 
Harwood & Francis $2.50 


This book enables the layman to make an 
intelligent purchase of insurance and 
annuities. It discusses every phase of 
insurance including the effect inflation 
will have upon it. The cost comparison 
charts alone are worth the price of the 
book. 


THE NEW STOCK TREND 
DETECTOR 


W. D. Gann $3.00 


If you must trade, here are the rules 
based on the past experience of a well- 
known and successful trader. With a 
knowledge of past history and elemental 
foundations, Mr. Gann shows you how to 
detect the trend of stocks so that you 
may trade with as little risk as possible. 


THE TOWNSEND PLAN 


Nicholas Roosevelt $5.00 


A very readable and clear presentation of 
the Townsend Plan and the cold facts 
that show why the plan is doomed to fail 
and bring disillusionment to its believers. 


8. WHAT WILL SOCIAL SECURITY 
MEAN TO YOU? 


Francis & Ferguson $1.00 


The social security act discussed and 
criticized in the light of how it will af- 
fect employer, employee, and the public. 
The drastic changes it will bring about 
are impressed on the reader most closely 
to home in the chapter on how it will 
affect insurance and annuity _ plans. 
Vitally important. 


9. A SUCCESSFUL INVESTOR’S 
LETTERS TO HIS SON 


H. G. Carpenter $1.00 


States the investor’s problems, mistakes, 
and misconceptions. For those who can- 
not devote themselves entirely to the busi- 
ness of investment, methods for testing 
the ability of investment houses are given. 


10. HELL BENT FOR ELECTION 
James P. Warburg $.50 


A fearless expose of what is really be- 
hind the inconsistencies of President 
Roosevelt. This should be read by all 
thinking individuals willing to look on 
both sides of today’s politics. 


11. THE NEW DEAL COMES TO 
BROWN COUNTY 


Benjamin Wallace Douglass 


$.50 


Mr. Douglass, a farmer and small indus- 
trialist, tells exactly how the New Deal 
affected him and the typical American 
county in which he lives. He presents in 
sound perspective a governmental beehive 
of unproductive activity. 





12. PLATFORM FOR AMERICA 
Ralph E. Flanders $1.00 


An analysis of the problems facing busi- 
ness today and practical proposals for 
greater production and distribution to be 
achieved by cooperation of the elements 
of agriculture, business, and labor. 


13. THE BROWN NETWORK 


Anonymous 


$3.00 


The incredible Nazi network exposed by 
case history telling of the ruthless and 
barbaric methods used to pave the way 
for Germany’s future conquest of the 
World. 


14. SAWDUST CAESAR 


George Seldes $3.00 


The untold story of Mussolini and _ his 
Black Shirts that lays bare the deceit and 
hypocrisy with which they seek to rule 
the Italian people. 


. LENIN 
William C. White $1.50 


A biography of Lenin who was a force 
rather than an individual. The author 
shows why, if Lenin had not appeared at 
the crucial moment there would be no 
Seviet Union today. 


16. ZAHAROFF: THE ARMAMENTS 
KING 
Robert Neumann 


$2.75 


The biography of the “mystery man of 
Europe” and an expose of the arms racket 
and the international struggle for oil in 
Asia Minor. 
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I understand that I am to receive “Brokerage Technique” if my order comes 


April 25 
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